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TimEs change, and economic theories change with them. We 
need no longer be ashamed of the fact, as we were inclined 
to be in the old days, when our colleagues in other Sections of the 
Association professed to despise us for disagreeing among our- 
selves and perpetually overthrowing conclusions arrived at by 
our predecessors. We hear less now of the certainty and finality 
of the other sciences, and can face their exponents unabashed, 
confident that theories may be useful for leading us on towards 
the truth without being immutable and exempt from revision. 

I think that the biggest change made in economic theory dur- 
ing the last hundred years is to be found in the treatment of the 
subject of Population. In 1831, Malthus was still alive, and 
quite unrepentant for the shock he had given the public thirty- 
three years earlier by his Hssay on the Principle of Population as wt 
affects the future Improvement of Society. No one, it is true, any 
longer attached much importance to his doctrine of the inherent 
incompatibility of the ratios in which it was possible for population 
and food to increase, but the disfavour with which he regarded 
what he considered the natural tendency of population to increase 
was shared by most of the economists of the orthodox school, who 
had adopted the theory of diminishing returns to agriculture which 
was evolved in England from the local conditions of the very 
“short period ” of the Napoleonic war. 

That theory, not as now taught in a form which makes it 
innocuous, but as taught in the early years of the nineteenth 
century, purported to show that the natural limitation of fertile 
and well-situated land must necessarily mean that the more 
numerous the people, the more difficult it must be for them to 
feed themselves. It was admitted that there were counteract- 
ing circumstances, summed up as “ the progress of civilisation,”’ 
which, in fact, had throughout history prevented the growing 
population of the civilised world from actually finding it more 
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difficult to feed itself, but these circumstances were regarded as 
making only temporary headway against the general tendency, 
and not, like it, as being a law of nature. J.S. Mill, in his Prin- 
ciples of Political Economy with some of their Applications to Social 
Philosophy, which, though not made into a book until seventeen 
years after, was really thought out before 1831, and represents 
the ideas of 1800 to 1830 better than any other work, even ven- 
tured to assert that though the people of his time were better off 
than the people of a thousand years before, they would have been 
still better off if the increase of population had been less. 

The economic history of the hundred years has tended to bring 
about a very complete reversal of economists’ view of this matter. 

The hundred years began with developments which threw 
great discredit on the fundamental assumption of the old school 
that the extension of human occupation of land necessarily meant 
that less fertile and less well-situated land must be occupied as 
numbers grew. It was easy for men who saw arable cultivation 
creeping over barren hills in England and stony “ bogs ” in Ireland 
to believe in that theory when Chicago was a collection of Indian 
huts, and Broadway, New York, a rough cart-track to a farm, but 
the application of steam to ships and railways enabled mankind 
to extend easily over an immense area of land more fertile than 
much of what was occupied before. And as for situation, not only 
did the improvement in transport, coupled with the violations of 
natural geography involved in the cutting of the great ship canals, 
bring the “ more distant’ lands nearer the ‘“‘ market,” it also 
eventually brought “ the market ” to the “‘ more distant ’’ lands. 

So we no longer think of the first cradle of the human race (or 
the first cradles of the human races if there are more than one) as 
the most fertile and well-situated spot (or spots) from which men 
have gradually been forced outwards. You probably all know 
the opinion of the British Army in Mesopotamia, expressed by the 
sergeant who was told by an officer that he was now on the very 
site of the Garden of Eden : “ Well, Sir, all I can say is that if this 
was the Garden of Eden it’s no wonder the twelve apostles 
mutinied.” Though the sergeant was evidently not a well-read 
man, the change of view had reached even him. 

In the later part of the hundred years scientific discovery in 
various directions has led to a complete change of emphasis in 
regard to the importance of what the old economists used to call 
“improvements.” The old economists thought of hedges and 
ditches, drains, and a few other trifles of that kind’ which would 
enable corn to be more easily produced from European fields, and 
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just alittle of better breeding of cattle and sheep. These were things 
which might, they believed, interrupt for a time, now and then, 
the general downward drift of the returns to agricultural industry, 
but could not do more than that. Modern science has changed our 
outlook. We set no bounds to the possibilities of improvement. 
We expect to make unwholesome areas healthy, and to modify 
vegetable as well as animal products so that they will better serve 
our needs. Primitive mankind presumably fought and killed 
some of the now extinct carnivora; advanced mankind fights and 
will kill the locusts and the smaller insects which have hitherto 
prevented much use being made of some of the most fertile areas 
of the world. We smile now at the suggestion made in 1898 from 
the Presidential chair of the Association, that it would soon 
become very difficult to increase much further the production of 
wheat. 

Thus, even if we still expected population to increase very 
rapidly, we should not believe, as J. 8. Mill did, that it ‘“Severy- 
where treads close on the heels of agricultural improvement, and 
effaces its effects as fast as they are produced ” (Principles, Bk. IV. 
ch. iii. § 5). But in fact, Cotter Morison’s cry, made only a 
generation ago, that all would be well if only we could stop for a 
few years “the devastating torrent of babies” would seem 
grotesque to-day, for we do not now expect rapid increase of 
population to continue much longer, even if it becomes pro- 
gressively easier to obtain subsistence. 

The approach of reduction in the rate of growth of population 
began to show itself in England in the second half of the 1871-80 
decade, when the annual number of births became nearly station- 
ary after the rapid increase recorded down to 1876. But the 
public takes little notice of the supply of people furnished by the 
births. Just in the wooden way in which illiterate farmers and 
unbusinesslike old ladies look at their balances at the bank, so the 
public looks at the censuses. The census of 1881 showed an 
increase of 14-36 per cent. in the decade, which was higher than 
that shown by any of the censuses except those of 1821 and 1831, 
which were probably unduly swollen by the diminishing incom- 
pleteness of the enumerations. In 1881-91, in spite of high 
emigration, the rate of increase dropped only to 11-65 per cent., 
so rapid increase of population was still regarded as the normal 
thing which everyone should expect. The Royal Commission on 
the Water Supply of the Metropolis in 1893 deliberately rejected 
the reasonable suggestion that the rate of increase in Greater 
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relying on a continuance of observed increase, estimated the 
probable population in the present year, 1931, at two and three- 
quarter millions more than the recent census has shown it to be. 

But I had noticed that the old rapid increase in the annual 
number of births seemed to have come to an end, and working on 
the ages of the people as recorded in successive censuses, I put 
before Section F of the Association at its meeting in Ipswich 
in 1895, a paper (subsequently published in the Economic 
JOURNAL for December in that year) in which I estimated the 
number of persons who would be living at each census up to that 
of 1951 on the assumptions that migration, mortality, and, not 
the rate, but the absolute number of births remained stationary. 
I found that on these hypotheses the population of England and 
Wales would stop increasing during the present century, and 
would have only a trifling increase after 1941. The paper sug- 
gested that this was, at any rate, not improbable. 

Hostile critics derided what they called my “‘ prophecy,’ and 
for some time events were unfavourable to me. Emigration fell 
off enormously, mortality decreased, and the births increased 
slightly, so that the census of 1901 showed an increase of 12-17 
per cent. in the decade, the absolute increase of three and a half 
millions being the largest recorded. But the situation was not 
fundamentally altered, since the increase of births was due entirely 
to the drop in emigration, which had caused a larger proportion 
of persons of parental age to remain in the country. At the 
1901 Meeting of the British Association and in the Fortnightly 
Review of March 1902, I returned to the charge with a paper 
on the ‘ Recent Decline of Natality in Great Britain,” in 
which, using a method of weighting the annual numbers of 
marriages by their proximity to the births recorded for each year— 
a method which seems to have been beneath the notice of the 
mathematical statisticians of that period—I was able to show, I 
think conclusively, that the number of children resulting from 
each marriage was falling steadily and rapidly, and insisted with 
more emphasis than before on the “ considerable probability of the 
disappearance of the natural increase of population—the excess of 
births over deaths—in Great Britain within the present century.” 

The decade 1901-11 was indecisive; the ratio of increase was 
smaller than in any of its ten predecessors, but the absolute 
amount of increase just topped that of 1891-1901, and the number 
of births till 1908 or 1909 seemed to indicate some recovery of 
natality. But this was illusory. Even before the War the births 
had got down again to the level of 1876. The War sent them 
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tumbling down to about three-quarters of that number, and now, 
after a wild but very short-lived recovery when the Army returned 
from abroad, they seem inclined to settle at the War figure— 
three-quarters of the number attained more than fifty years ago, 
when the total population was twenty-six millions instead of forty 
millions, as it is now. The ratio of births, legitimate and illegiti- 
mate, to my weighted figure of marriages which was just over 
4} fifty years ago, fell gradually and steadily to 3} before the 
War caused it to collapse. (See the Appendix.) 

It was commonly supposed by many of those to whom per- 
centages serve rather to hide than to expose the facts on which 
they are based, that the diminution of births was being counter- 
balanced by the decline of infant mortality. It is true, of course, 
that diminution of infant mortality mitigates the effect of decline 
of natality, but the degree in which it can do so obviously decreases 
as the rate of infant mortality falls. When that rate is 500 per 
thousand, as it probably was here in the reign of, Queen Anne, 
and may be still in great parts of Africa, a cutting down of births 
by 25 per cent. can be counteracted completely by a drop of 
one-third in the infantile mortality rate. But when the infant 
mortality rate is down to 100 per thousand, it would have to fall 
to nothing at all in order to counteract a decline of only 10 per 
cent. in the number of births. In fact, the rate has fallen in 
England and Wales from about 140 to about 70 in the fifty years 
from 1881, and this drop to one-half only balances about one-fifth 
of the decline in the number of births. 

Though there were eminent dissentients only a few years ago, 
statisticians are now agreed that in the absence of some great and 
unexpected change, the increase of population in England and 
Wales will come to an end at a very early date. Even the lay 
public has been to some extent enlightened and rather shocked by 
the recent census announcements that the population of Scotland 
has actually decreased in the ten years, and that of England and 
Wales has increased only 2,061,000, as against 3,543,000 in the ten 
years from 1901-11, though the emigrants have been 324,000 less. 

The same change is observable in some degree in other Western 
European countries and our own oversea offshoots. The cause of 
it—birth control—will doubtless in time affect the rest of the 
world, so that while we may expect considerable increase—even 
an increase much more rapid than at present, owing to decrease of 
huge infant mortality—to take place among the more backward 
peoples for another half-century at least, there is no reason what- 
ever for expecting the population of the world to ‘“ tread close on 
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the heels of subsistence ”’ in the future, even if it may be correctly 
regarded as having done so in the past. 

This change in our expectations involves many changes of 
emphasis, both in the theory of production and in that of dis- 
tribution. 

Two of them are perfectly obvious. First, the need, which 
J. S. Mill and most of his contemporaries and immediate pre- 
decessors felt so strongly, for insisting on the due restriction of 
population, has completely disappeared in the Western countries. 
Economists do not now require to talk as if the first duty of men 
and women was to refrain from propagating theirrace. Secondly, 
the need for insisting on the desirability of saving has become less 
pressing. A rapidly increasing population requires a rapidly 
increasing number of tools, machines, ships, houses, and other 
articles of material equipment in order merely to maintain without 
improving its economic condition, while at the same time the 
maintenance of a larger proportion of children renders it more 
difficult to make the required additions. To a stationary popula- 
tion saving will still be desirable for the improvement of conditions, 
but it need no longer be insisted on as necessary for the mere 
maintenance of the existing standard. 

But there are other changes of equal importance which are 
more likely to be overlooked. One is in regard to the weight 
which we attach to the different kinds of production. In the 
middle of the eighteenth century, ‘‘ subsistence,” and what we 
should consider a very coarse and inadequate subsistence 
probably seriously deficient in vitamins, appeared so much the 
most important economic good that the French économistes 
insisted on calling all labour which did not get something out of 
the soil stérile or barren; and our own Adam Smith, with all his 
common sense, while admitting. the manufacturing class into the 
ranks of ‘‘ productive ”’ labourers, insisted on excluding domestic 
servants, physicians, guardians of law and order, and all other 
workers who did not make up material objects, or who were not 
employed for profit (he never was quite sure which criterion he 
meant to stand by). The great Christian philosopher, Paley, 
believed that nothing more than a “healthy subsistence ” was 
required for perfect happiness. Even Malthus and his immediate 
disciples, when they insisted on the desirability of the working- 
class having a high standard of comfort, seem to have done so more 
because this would prevent the “ misery ” of semi-starvation for 
adults and absolute starvation for infants than because there is 
a direct advantage in being comfortable. Ricardo said “ the 
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friends of humanity cannot but wish that in all countries the 
labouring classes should have a taste for comforts andenjoyments,”’ 
not apparently because comforts and enjoyments are good in 
themselves, but because “ there cannot be a better security against 
a superabundant population,” the population being superabundant, 
in his opinion, when it is subject to famine. 

All this emphasis on food is now out of date. We no longer 
look forward to a future in which an increasing population will be 
forced by the operation of the law of diminishing returns to devote 
a larger and ever larger proportion of its whole labour force to the 
production of food. We know that even in the past, with a rapidly 
increasing population, the returns to agricultural industry have 
increased so much that civilised mankind has been able to feed 
itself better and better, while giving a smaller and ever smaller 
proportion of its whole labour force to the production of bare 
subsistence ; and we can reasonably expect that the increase in 
the productiveness of agricultural industry will be at least as great 
in the future, so that under the combined influence of the ‘“narrow 
capacity of the individual human stomach ” and the stationary 
number of stomachs, not only a smaller and ever smaller propor- 
tion, but a smaller and smaller absolute number of workers will 
be able to raise food for the whole. 

Even the politicians, who for the most part follow the econo- 
mists with a sixty or seventy years’ lag, are beginning to realise 
the change, and are losing their enthusiasm for schemes for 
“* settling more people on the land,” either in colonies or at home, 
and thereby increasing the already excessive depreciation of agri- 
cultural compared with manufactured products. The numerous 
subsidies which they still give to agriculture are mostly of an 
eleemosynary character intended to relieve distress, and the 
encouragement which they give to agricultural production is only 
an incidental effect, unintended and often deplored. They are 
defended, not on the ground that they increase food, but because 
they are supposed to increase employment. 

The necessary change of emphasis applies not only as between 
food and other things, but also as between most primary and most 
finishing industries. In face of rapidly growing knowledge and 
slowly growing or stationary population, it is inevitable that the 
*“ staple ” or “ heavy ” industries which provide materials should 
decline relatively to those which provide finished goods and 
services. The demand for each of such things as pig-iron and 
yards of cloth is easily satiated; and so also, no doubt, is the 
demand for cricket-bats and chauffeurs. But the minor or 
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“ lighter ’’ industries are susceptible of an indefinite multiplication 
which makes the demand for their products, taken as a whole, 
insatiable. Increase a person’s power of spending, and he will 
not increase his purchases in weight or bulk so much as in refine- 
ment of form, so that a richer people will devote a less proportion 
of their labour to producing things like pig-iron and bricks. More- 
over, the mere fact of the disappearance of rapid increase of 
population tends to increase the proportion of demand which can 
be satisfied from scrap without fresh primary production. So, 
given a stationary population with rapidly increasing knowledge 
applied to production, we may expect the already observable 
tendency towards a less proportion of the whole labour-force being 
employed in the ‘“‘ heavy industries ” and a larger in the lighter 
industries to become more pronounced. Perhaps we see this even 
now in the slight drift of industrial population from the North to 
the South of England which appears to be taking place. 

Another change of emphasis, of little importance on the 
Continent, where the West-Ricardian theory of rent never took 
real root, but of great importance in England and other English- 
speaking areas, is in respect of the landowners’ share of the com- 
munity’s income. The disappearing bugbear of diminishing 
returns carries away with it the vampire rural landlord, who was 
supposed to prosper exceedingly when diminution of returns made 
food scarce and dear. You all know the famous passage in which 
J.S. Mill described the landlords as they appeared to him and the 
school which he, a little belatedly, represented :— 


“The ordinary progress of a society which increases in 
wealth is at all times tending to augment the incomes of land- 
lords; to give them both a greater amount and a greater 
proportion of the wealth of the community, independently 
of any trouble or outlay incurred by themselves. They grow 
richer, as it were, in their sleep, without working, risking, or 
economising.”” (Principles, Bk. V. ch. ii. § 5.) 


Perhaps the disciple went a little beyond his master, Ricardo, 
in asserting so roundly that in a prosperous society the landlords 
must tend to get a larger and ever larger proportion of the whole 
income, but there can be no doubt that this was the impression 
which the Ricardian school conveyed to the public, and which 
formed the foundation for Henry George’s scheme of land nation- 
alisation and the agitation for land-value taxation. If the school 
had only meant to teach that the land became more valuable 
absolutely—in the sense of being worth a larger absolute amount 
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of commodities rather than a larger proportion of all the com- 
modities and services constituting the community’s income—they 
could not have supposed land so peculiar, since it would share this 
characteristic with many other things—with anything which was 
more limited in supply than the generality. 

To grasp the completeness of the change of view which has 
taken place in the last hundred years, we must notice that Mill and 
the whole school which he represented were thinking not of the 
few lucky landlords who have inherited land which has been 
selected by nature or accident as the site of a city, but of the 
ordinary rural agricultural landlords. So far have we moved that 
the land-value taxers of to-day quite cheerfully propose to exempt 
all “ purely agricultural value ” from the imposition which they 
advocate. 

Envy of the happy owners of such urban land as rises in value 
more than enough to recoup what they and their predecessors in 
title paid in road making, sewering and other expenses of “develop- 
ment ” plus loss, if any, in waiting for income, still plays a part in 
contemporary politics, but the economist foresees that there will 
be at any rate less of such rise of value when the adult population 
ceases to increase and the demand for additional houses and 
gardens consequently disappears. He realises that if any such rise 
continues, it will be due to the people being not only able, as they 
doubtless will be, to occupy a larger area with their houses and 
gardens, but also desirous of doing so. He will think this quite 
possible, but will not be confident about it, when he reflects that 
the vast spread of villadom may be only a temporary phenomenon, 
and that the married couples of the future, childless or with small 
families, may be more content with flats in towns and little 
bungalows with tiny curtilages right in the country. 

The disappearance from economic theory of the picture of the 
vampire landlord taking an ever-increasing proportion of the whole 
produce of industry which wasitself decreasing per head of workers, 
leaves the theoretic arena open for discussion of the sharing of the 
whole produce between earnings of work and income derived from 
possession of property of all kinds. 

As to this, the economists of a hundred years ago had nothing 
to say. If they thought of the question at all, they mixed it up 
hopelessly with the rate of interest on capital, imagining property 
to receive a smaller proportion when the rate of interest fell, and 
vice versa. The Socialists, who in fact followed them the more 
closely the more they denounced them, failed completely to clear 
up the confusion, and it dominates the mind of the lay public even 
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now—much, I admit, to the discredit of the economists, who 
should have taught that public better. 

While there are nostatistics on the subject worth much, andnone 
covering any considerable area either of place or time, past history 
is sufficiently known to assure us that increasing civilisation has, 
in fact, made the aggregate share of property grow faster than that 
of labour, the obvious cause of this being that useful things con- 
stituting property have grown faster than population, and so much 
faster that what decline of the rate of interest has taken place 
has not been sufficient to counteract the tendency. The most 
primitive people had scarcely any tools, and their buildings, if any, 
could be erected in a few hours. Ownership certainly did not then 
give a claim to about one-third of the whole income, as statistics 
suggest that it does in modern Western countries. 

There is nothing to show that this tendency will be either 
reversed or intensified by a cessation of the growth of population. 
The cessation will, of course, tend to reduce the desirability of 
additional equipment ; a large part of the additions of the past have 
been required simply to enable the additional people to be pro- 
vided with tools, houses, and other instruments of production or 
enjoyment. But additions to equipment will be made with less 
sacrifice of immediate enjoyable income than before, so that the 
increase of quantity may be sufficient to counteract the decline 
in the value of the units. Moreover, it is quite impossible to say 
what the tendency of invention may be in the future—whether to 
enhance or to diminish the value of additional material equipment. 

But the history of the last hundred years suggests that this 
question of the division of income between property and labour is 
losing whatever importance it possessed. The economists and 
socialists of a hundred years ago were little removed from the time 
when it was common to talk of ‘ the labouring poor,” as if society 
was pretty sharply divided into poor workers on the one side and 
rich owners of property on the other. There were, indeed, some 
members of the propertied classes who were poor, but they were 
offshoots of the wealthier families rather than members of the 
proletariat with a little property. How innocent the mass of the 
people were of the crime of owning anything you may realise if you 
recollect that none of the agencies with which we are familiar for 
enabling them to invest had then got beyond the embryo stage. 
Friendly societies, co-operative societies, building societies, sav- 
ings banks, are all modern growths. Before their advent a worker 
could, of course, become a small master—never, I think, a small 
mistress—and from a small master grow to be a big master, but if, 
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for any reason this was not open to him, what could he do with 
savings, supposing he was able to make any? Put them in a 
stocking, or the thatch, or under the garden soil, and if they 
happily escaped accident there, and accumulated sufficiently, give 
them to an attorney of doubtful honesty to belent out on mortgage. 
I remember only about fifty years ago being told by a booking- 
clerk at a moorland station, about a hundred miles from London, 
how two old women had recently paid for return tickets to London 
in threepenny-bits, and by a solicitor that an old man from the 
same district had just brought him for investment on mortgage 
a large sum in gold which he had so far been keeping in the thatch 
of his cottage. All this is now changed, and when property, as a 
whole, and not merely the large property-owners, is attacked, the 
great investing agencies of the “‘ working classes ’’ become formid- 
able opponents and are supported by the small direct investors 
who have been helped by them. 

And while many of the working-class have become property 
owners, many of the propertied class have become the paid sérvants 
of public companies and other institutions, so that the old sharp 
distinction between the wage-earner and the capitalist is become a 
thing of the past, and the division of income between property and 
labour is no longer a division between two classes composed of 
different individuals, but a division between two sources of income 
largely possessed by the same individuals. 

Thus, in Distribution, emphasis on the old categories of land, 
capital and labour is rapidly becoming obsolete and is being 
replaced by emphasis on individual riches and poverty, however 
arising. No longer do we think of relieving poverty by improving 
the terms of the general bargain which theory conceives labour as 
making with capital; we are much more likely to meet with 
arguments that individual poverty is being caused by this general 
bargain being too much in favour of the wage-earners. It is no 
longer the lowness of standard earnings that worries the philan- 
thropic economist, but the fact that so many people are unable to 
rank themselves among recipients of those wages. Emphasis is 
on unemployment. 

Unemployment is not really a very modern phenomenon. The 
crowds of beggars who collected their daily dole in the Middle Ages 
from the monasteries and from private wayfarers and house- 
holders were, perhaps, as large a proportion of the population as 
the normal registered unemployed of to-day. The “ distresses ”’ 
of the period just preceding a hundred years ago seem to have been 
accompanied by enormous unemployment, but we have no reliable 
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statistics, and the loose statements, such as that in Birmingham in 
1817, one-third of the workpeople were wholly unemployed and all 
the rest on half-time, do not help us much. But so far as I know, 
it has never been contended that history shows unemployment to 
be greater when population (or even population of working age) 
is rapidly increasing. 

Yet it is common to talk of “the difficulty of providing 
employment for a rapidly increasing population,” and some 
eminent authorities quite recently endeavoured to console the 
public by alleging that the coming decline in the growth of 
numbers will greatly alleviate the present situation in regard to 
unemployment. 

I believe this to be a profound error, based on an elementary 
misconception of the origin of demand. The old proverb ‘‘ With 
every mouth God sends a pair of hands ”’ is true and valuable, but 
no more so than its converse, ‘‘ With every pair of hands God sends 
a mouth.” The demand for the products of industry is not some- 
thing outside and independent of the amount of products. The 
demand for each product depends on the supply of products offered 
in exchange for it, and the demand for all products depends on the 
supply of all products. Consequently, there is not the slightest 
danger of the working population ever becoming too great for the 
demand for its products taken as a whole. 

Unemployment arises not from insufficient demand for the 
products of industry as a whole, but from the number of persons 
offering to work in particular branches of industry being in excess 
of the number admissible, having regard to the conditions and 
wages which are required to satisfy both the would-be workers 
who are unemployed and the persons already in employment. If 
the unemployed will not take what employers would offer them, 
the case is simple, and it is only a little more complicated if they 
are willing to take, and the employers are willing to give, something 
less than what is paid to the persons already employed; but the 
two parties are prevented from coming to terms on that basis by 
the fact that those already employed would go out on strike if the 
additional contingent was accepted at a lower rate than that 
which they themselves are receiving. 

Now one of the commonest causes of such a situation is a 
falling off of demand for the products of a particular branch of 
industry. The fact that the demand for any product, let us say 
coal, for example, falls off, is a good reason for fewer persons being 
employed in that branch of industry and more in other branches. 
If the diminution of demand is very gradual, the necessary reduc- 





1931 


tion 
Man, 
mam 
if th 
the 1 
in tk 
men 
botl 
bra 
pro 
this 
bes 
trai 
bec 
bec 
tril 
bré 


m¢ 


de 
wl 
ex 
ti 
in 
re 
ir 
sl 


a ae... aor 











1931] CHANGED OUTLOOK IN REGARD TO POPULATION 531 


tion in personnel can be effected by a cessation of recruiting. 
Many a branch of industry has gradually wilted away in this 
manner without much inconvenience or hardship to anyone. But 
if the diminution is more sudden, unemployment results owing to 
the natural reluctance of persons skilled, or at any rate experienced, 
in the particular branch of industry to leave it and try for employ- 
ment in some other. The thoughtless outsider is apt to say that 
both the unemployed and those who are still employed in the 
branch should accept lower wages, and so, by cheapening the 
product, extend the demand for it. As a temporary palliative 
this may sometimes be reasonable, but it is evidently never the 
best final solution of the difficulty. It is not reasonable that a 
trade should be continuously worse paid than others merely 
because the demand for its products was once bigger than it has 
become. What the diminution of demand calls for is a redis- 
tribution of labour force, fewer persons being allotted to the 
branch of industry of which the products are less in-demand, and 
more persons to the other branches. 

But when population is increasing, absolute diminutions of 
demand are likely to be somewhat fewer, and somewhat less acute 
when they do occur, than when population is stationary. If, for 
example, by the introduction of oil, or more economical consump- 
tion, the average person’s demand for coal is reduced by one-tenth, 
in a stationary population the total demand for coal would be 
reduced by one-tenth; but if the population in the same time 
increased 12 per cent., the total demand would be not reduced but 
slightly increased, and there would be no employment difficulty. 

We ought, therefore, not to imagine that a stationary or 
declining population will rid us of the trouble of unemployment. 
It will provide more rather than less reason for promoting mobility 
of labour in place and occupation, and we shall have to take more 
care, rather than less, than at present to secure that arrangements 
which seem superficially desirable do not hinder that mobility. 

It is inevitable, I suppose, that the question will be asked, 
whether cessation of the growth of population is to be regarded as 
a good or an evil turn in human history. But the limitations of 
economics and perhaps of human nature prevent any straight 
answer being given. Nationalists in each nation want their own 
nation to increase in comparison with others; if they think of the 
others’ interest at all, they say and believe that it will be promoted 
by the predominance of their own nation. We can get no further 
that way, since the pretension of each is contradicted by the 
pretensions of the others. If we try to avoid this obstacle by 
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saying that we will ignore national and racial differences, and 
assume either that somehow the generally fittest will grow at the 
expense of the others, or that each as well as the whole will have 
stationary numbers, we still have to face the fact that our con- 
ception of the distinction between economic welfare and welfare 
of other kinds is nebulous in the extreme, and that if it was clearer, 
we should not know—TI think we never can know—how much of 
the one should be regarded as equal to a given quantity of the 
other. 

Different persons will give different answers. Some agree with 
Paley that ten persons with sufficient subsistence must be in 
possession of more welfare than a single millionaire; others with 
J. 8. Mill that the world turned into a “human anthill ” would be 
an undesirable place of residence. The same person will give 
different answers according to his mood at the moment. Person- 
ally, I spent my early boyhood in a town which throughout my 
life has been the most prosperous in England, and I have long 
lived in another which, having added motor manufacture to educa- 
tion in its old age, has lately been growing nearly as fast, and 
sometimes when I contemplate their growth I feel a little like 
G. R. Porter when he wrote the Progress of the Nation, during the 
period 1800 to 1831. At other times, and I think more often, I 
regret the open heath and the untouched pine wood which stretched 
in my early recollection to within a few hundred yards of the Bath 
Hotel at Bournemouth, and I hate the gasworks straddling the 
river and the bungalows shutting in the main roads out of Oxford ; 
then I agree with Mill that it is well that population should 
become stationary long before necessity compels it. 

After all, the increase must stop some time, and watching the 
effect of the stoppage will be a very interesting experience which 
I should like to have been born late enough to enjoy. 

Epwin CANNAN 
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APPENDIX 


BIRTHS AND THEIR RATIO TO MARRIAGES IN ENGLAND AND WALES, 
1851-1930. 


Year. Births. Ratio. Year. Births. Ratio. Year. Births. Ratio. 
1851 616 4-36 1878 892 4-51 1905 929 3-61 
1852 624 4-30 1879 880 4-49 1906 935 3°58 
1853 612 4:14 1880 882 4-56 1907 918 3°51 
1854 634 4:17 1881 884 4-58 1908 941 3°55 
1855 635 4-12 1882 889° 4-59 1909 914 3°49 
1856 657 4-25 1883 891 4-55 1910 897 3°39 
1857 663 4:25 1884 907 4-58 1911 881 3-31 
1858 655 4:18 1885 894 4-48 1912 873 3°26 
1859 690 4-39 1886 904 4:53 1913 882 3°25 
1860 684 4:28 1887 886 4:45 1914 879 3°19 
1861 696 4-30 1888 880 4-41 1915 815 2-89 
1862 713 4:43 1889 886 4:41 1916 786 2-67 
1863 727 4-45 1890 870 4:27 1917 668 2-27 
1864 740 4-46 1891 914 4:39 1918 663 2-29 
1865 748 4-42 1892 898 4-22 1919 692 2-38 
1866 754 4-35 1893 915 4-23 1920 958 3°12 
1867 768 4-35 1894 890 4:07 1921 849 2-64: 
1868 787 4-42 1895 922 4:19 1922 780 2-41 
1869 773 4-34 1896 915 4-11 1923 758 2:37 
1870 793 4-44 1897 922 4:05 1924 730 2-31 
1871 797 4-45 1898 923 3-97 1925 “711 ~2-28 
1872 826 4-54 1899 929 3°89 1926 695 2-26 
1873 830 4-53 1900 927 3°79 1927 654 2-17 
1874 855 4:48 1901 930 3°74 1928 660 2-19 
1875 851 4:39 1902 941 3°74 1929 644 2-13 
1876 888 4:53 1903 948 3°72 1930 649 2-14 
1877 888 4-52 1904 945 3°69 








The above table gives the births in thousands for each year 
and the ratio between this number and a figure for marriages made 
up of the sum of 2-5 per cent. of the marriages of that year, 20 per 
cent. of those of the preceding year, and 17-5, 15, 12-5, 10, 7-5, 5, 
3°75, 2:5, 1-75, 1-25, and 0-75 for the years before that. In the 
table for 1851 to 1900, printed in the 1901 Report of the British 
Association, and the Fortnightly Review for March 1902, the ratio is 
calculated for the legitimate births only, but the inclusion of the 
illegitimate makes very little difference and is defensible. Mr. 
L. R. Connor, in the course of a much more elaborate study than 
mine, gives figures for 1892 to 1923 (Statistical Journal, May 1926, 
pp. 562-3) which agree very closely with the above, though his 
weighting of marriages is rather different and includes thirty years 
before the date instead of the twelve at which disinclination for 
further labour caused me to stop. 

From 1914 onwards the ratio as well as the number of births 
is disturbed by (a) the absence of men from their homes owing to 
the War till 1919, and (b) by the abnormal mortality of husbands 
owing to the War. The effect of the second influence in reducing 
the proportion of births to marriages must, of course, have been 
steadily diminishing, which makes the decrease in the proportion 
shown since 1923 the more significant. 








READJUSTMENT IN AUSTRALIA 
I 


In the Economic Journat for December last I gave an 
account of the effects of the world depression upon Australian 
economic conditions, and made certain suggestions for meeting 
the situation. The disorganisation of public and private finance 
in Australia was due, in pari, to unsound policy, particularly an 
ambitious borrowing policy, and, in part, to the sudden cessation 
of overseas borrowing and a heavy fall in export prices. Had the 
world depression not occurred it would have been possible to 
adjust the Australian economy to a declining and ultimately 
much lower volume of overseas borrowing without serious internal 
disturbance. A fall of some 5 per cent. in the standard of 
living would have perhaps been sufficient to enable private enter- 
prise to absorb labour displaced by the reduction in loan expendi- 
ture. A reduction of, say, 5 per cent. in public expenditure and 
a moderate increase in taxation would have produced budget 
equilibrium. These adjustments were overdue in any case and 
would doubtless have been resisted. It was unfortunate for 
Australia that the necessity for them became apparent at a time 
when the world was entering upon a depression of almost un- 
paralleled magnitude. The events of the past year have emphasised 
the importance of the fall in export prices as the fundamental 
cause of the present acute depression in Australia. For the year 
ending June 30, 1929, exports of merchandise amounted to 
£137-7 m. For 1930-31, in spite of an increased volume of 
exports, the value in British currency of Australian exports was 
only £75:8 m. This is a decline of £62 m., which together with 
the loss of income from overseas borrowing gives a total loss of 
income from overseas of £90 m. A reliable measure of the prices 
of imported goods is not available for last year, but it would not 
under-estimate the fall to place it at 15 per cent. compared with 
1928-29. The loss of real income from overseas was, therefore, 
of the order of £75 m. for 1930-31, of which over £50 m. was 
due to the fall in export prices. The repercussions of this loss of 
income from overseas upon the spending power of primary pro- 
ducers and others directly dependent upon the expenditure of 
loan money makes the total loss much greater during the period 
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of adjustment. Thus the Committee of Under-Treasurers and 
economists which examined the budget situation in May estimated 
that the national income had declined from £645 m. in 1928-29 
to £450 m. in the current year. Allowing for a reduction of 20 
per cent. in prices this is a loss of real income of about 14 per 
cent. While, however, there is a serious disequilibrium between 
prices of exportable goods and of the goods and services of the 
protected and sheltered industries and a large volume of unem- 
ployment, the loss is much greater. The fall in the prices of 
exports reduces the money income of export producers despite 
the increase in the volume of exports. The rigidity of costs in 
sheltered and protected production maintains high prices, and 
at the lower level of spending power in the export industries 
there is a contraction of the volume of sheltered and protected 
production. The money income in these industries consequently 
falls, and so does the real income for the time being. As sheltered 
and protected prices decline and export prices inerease,.a new 
equilibrium is established at which export industries can purchase 
their former quantities of sheltered and protected goods. Thus 
the volume of employment is restored and real income is not 
affected except by the disparity between export and import 
prices and the loss of overseas borrowing. At the new equilibrium 
absorption of the unemployed requires an increase in export 
production and in internal production competing with imports. 
This may be brought about, in part, by an increase in efficiency 
and, in part, by a fall in the standard of living. The problem 
confronting Australia is thus one of restoring a new equilibrium 
based upon (1) a proper balance between prices of the goods of 
the export industries and those of the protected and sheltered 
industries,! and (2) an increase in the volume of production for 
export or in competition with imports. 

In my former article this process of adjustment was briefly 
discussed,? and the following suggestions were made as a means 
of achieving the desired result rapidly and with the least dis- 
turbance to the economic system: (a) real wages should be 
reduced by 10 per cent.; (6) an increase in the exchange rate to 
a discount of 20 per cent. should be made; (c) an easing of the 
credit situation by the purchase of Government securities through 


1 A reliable measure of the movements in export prices and prices of domestic 
goods is not available, but a comparison of the prices of farm products included 
in the wholesale price index-number shows that these have fallen by 35 per cent. 
since January 1929 compared with less than 20 per cent. for the index as a 
whole. This comparison greatly under-estimates the disparity. 

2 The Economic JouRNAL, December 1930, p. 647. 
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the Central Bank; (d) the balancing of the budgets through a 
reduction in Government expenditure and an increase in taxa- 
tion; (e) some restoration of overseas borrowing to ease the 
burdens of the crisis.1 

II 


To a large extent the policy followed by Australia has been 
on these lines. In the first place the Commonwealth Arbitration 
Court reviewed the basic wage, and in February last ordered a 
reduction of 10 per cent. in real wages.2 In addition to this 
decline in real wages there has been a reduction in the Common- 
wealth basic wage in accordance with the fall in the cost of living. 
The total reduction now amounts to 23 per cent. and is applied 
to practically the whole of the workers under Commonwealth 
awards, estimated to be about 20 per cent. of the total wage- 
earners. Wages boards in Victoria and Tasmania take as their 
standard the Commonwealth basic wage, and the reduction has, 
therefore, been applied to many additional workers in these two 
States. In all States, except New South Wales, substantial 
reductions have also taken place in the basic wage. In South 
Australia the wage has fallen from 14s. 3d. per day to 10s. 6d. 
per day, a fall of over 25 per cent. It will be conceded that this 
is a somewhat remarkable achievement for a country that had 
attempted by regulation to build up a high standard of living, 
and had set great store upon the maintenance of that standard. 
It will be interesting when the crisis is over to compare the wages 
policy of Australia-with that of countries in which regulation 
under statute is much less extensive in its scope. In one State 
only has the wage-fixing tribunal not adjusted wage rates to the 
new conditions. The rates in force in New South Wales are 
those fixed at the end of 1929, and there seems little prospect of 
any alteration at the moment.* The result is a considerable 
disparity in wage rates. Thus the Federal basic wage in Sydney 
is £3 12s. 11d., while the State basic wage is £4 2s. 6d. for 44 hours. 

1 This programme is discussed in more detail, in Copland: Credit and Cur- 
rency Control (Melbourne University Press), Chapter VI, and in an article on ‘‘ The 
Restoration of Economic Equilibrium ” in the Zconomic Record, November 1930. 

2? The judgment of the Court was the first official pronouncement that 
emphasised the severity of the crisis. It is reprinted in Shann and Copland : 
Crisis in Australian Finance, 1929-31 (Angus and Robertson), pp. 102-46. 

® Recently the employers applied to the State Industrial Court for a review 
of the basic wage. As this is being written it is announced that the Government 
has appointed one of the three Judges of the Commission to the Supreme Court 
Bench, and the Commission will not be proceeding with the hearing. The 


trouble in N.S.W. is thus due in part to political interference with the normal 
process of wage-fixing. 
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New South Wales is the seat of the iron, steel and coal industries, 
and high costs in that State are a serious burden on all other 
States. As will be shown later, this is not the only respect in 
which the policy of the New South Wales Government is impeding 
the process of readjustment. 

In the second place, exchange rates were rapidly revised in 
January, and finally fixed at 30 per cent. above parity for tele- 
graphic transfers. There was an attempt to peg the rate at 
about 10 per cent. above parity, but in December the exchange 
market outside the banks became much more important than it 
had ever been, and the outside rate rose as high as 15 per cent. 
above parity. In the absence of overseas loans and high prices 
for exports, it was not possible to maintain parity of exchange 
with a substantial disparity between Australian prices and 
British prices.1_ Fear of inflation was increasing the demand 
for London funds, and an increase in the rate was inevitable, 
despite severe rationing of London credits by the banks. In 
the move to a higher exchange rate, the Bank of New South 
Wales gave the necessary lead, fixing its buying rate at £118 10s. 
per cent. at the beginning of the year. The rate was quickly 
moved to £130 per cent., and has since remained at this level. 

In the third place, but only after acute political strife, the 
budgetary problem was boldly tackled in May. Im all States 
some reductions of expenditure had been made, and, before the 
major adjustments were agreed to, the total reductions in adjust- 
able expenditure (all expenditure except interest, exchange on 
overseas interest and unemployment relief) either accomplished 
or announced amounted to 11 per cent. Two of the States 
(South Australia and Western Australia) actually showed econo- 
mies of 20 per cent. on this expenditure for 1931-32. In the 
absence of adequate action by the Commonwealth Government 
and by the Government of New South Wales, these efforts at 
economy were easily overlooked by critics of the Governments 
both inside Australia and outside. Moreover, the decline in 
national income and the fall in imports cut severely into revenue 
and increased the deficits to an alarming amount. One effort 
to review the position was made by a Committee of economists 
and under-Treasurers, appointed by the Loan Council to provide 
information for a Premiers’ Conference at Canberra in February 
1931. The deficits were then estimated at £15 m., and much 
valuable information on the financial position of the country 


1 On this point see comment in the article in the Economic JOURNAL, 
December 1930, p. 642. 
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was available for the Conference.!| Much emphasis at this time 
was being given by the Commonwealth Government, at the 
instance of the Treasurer, Hon. E. G. Theodore, to an expansion 
of credit, and apart from a resolution to reduce salaries and wages 
in the public service according to the fall in the cost of living, 
and to impose a flat rate income tax of 3s. 6d. in the £ on the 
interest of all Government loans, no definite action was taken to 
meet the position. Meanwhile, funds were being provided by the 
banks, and the total outstanding short-term indebtedness of the 
Governments to the Australian banks at the beginning of April 
was £51-5m. On April 2nd the Chairman of the Commonwealth 
Bank wrote to the Commonwealth Treasurer advising him that 
the Commonwealth Bank could not allow its accommodation to 
the Government on Treasury Bills in Australia to reach a total 
of more than £25 m. At the time of writing the amount out- 
standing under this head was £16 m., and it was anticipated that 
the limit would be reached by June 30.2 It should be added 
that Government borrowing is controlled by the Loan Council 
representative of all the Governments, and that the method of 
short-term finance arranged by the Loan Council was the issue 
of Treasury Bills. 

The Commonwealth Government was at this time engaged 
in formulating a monetary policy designed, first, to control bank 
interest rates; secondly, to issue an additional £18 m. of notes 
for public works for the unemployed and relief for the farmers, 
and, thirdly, to amend the Commonwealth Bank Act in respect 
to the note issue, providing that (i) the notes should not be con- 
vertible into gold; (ii) that the Government might acquire gold 
from the bank for the discharge of the indebtedness of the 
Commonwealth in London, and (iii) for a maximum note issue 
of £60 m.? None of these measures was passed, the Senate refusing 

1 The Report of this Committee is to be found in Shann and Copland: J'he 
Crisis in Australian Finance, 1929-31, pp. 146-81. Seo also pp. 183-85 for the 
resolutions of the Conference. 

2 For this letter and the Treasurer’s interesting reply attacking the banks 
for their policy in the crisis see Shann and Copland: The Battle of the Plans 
Angus and Robertson), pp. 44-56. 

® For a criticism of this policy see Shann and Copland: The Battle of the 
Plans, pp. 20-44. Not only was the ordinary note issue to be allowed to rise 
to £60 m. regardless of the gold reserve, but a new issue of £18 m. was to be 
made. Nothing was to be done to deal effectively with expenditure. The total 
savings in the Commonwealth budget would have been £2-3 m. out of an expen- 
diture of £70m. This was direct inflation, and the Government was quite 
candid in its admission that it hoped to raise prices by its policy. It was one 


side of the economists’ plan, but very clumsily attempted; and there was no 
prospect of checking the inflation once initiated by the printing press. 
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to accept the Government’s policy. At one stage it was thought 
that the Government would go to the country on this policy. 
The Loan Council had, however, at a meeting on April 25 resolved 
that ‘‘ Australia must aim at securing a balanced budget by the 
end of June 1934.” It set up a sub-committee with power to 
co-opt experts for the purpose of reporting on the whole position 
to the Loan Council before the end of May. It was not apparent 
at the time that this decision of the Loan Council marked the 
close of a stage of acute controversy concerning the action to be 
taken by Governments to deal with the situation. 


III 


A Committee of four economists and five Under-Treasurers 
was appointed in May to report to the Loan Council. It was 
from the report of this Committee, known as the Copland Report, 
that the Premiers’ Conference and the Loan Council advised the 
plan of financial rehabilitation known as the Premiers’ Plan.! 
The Copland Committee estimated the deficits for the year end- 
ing June 30, 1931, at £31 m. and the deficits for 1931-32 at 
£39 m., with a possible increase to £41 m. It was quite clear 
that drastic measures had to be taken to meet the position. In 
any case the limit to the issue of Treasury Bills by the Common- 
wealth Bank would have brought about a stoppage of payments 
early in the financial year. The Committee’s proposals were 
briefly as follows :—(1) The Commonwealth basic wage had at 
that time fallen 20 per cent. from the 1928 level, and this per- 
centage reduction was to be applied to all adjustable expenditure, 
amounting to approximately £120 m.2 The total reduction was, 
therefore, £24 m. Of this, savings to the extent of £11 m. had 
already been made, and the reductions proposed would, therefore, 
reduce the deficit by £13 m. It was considered that this was the 
reasonable limit of possible economies at the moment. (2) The 
revenue was to be increased to the extent of £8 m. by increasing 
the sales tax from 2} per cent. to 6 per cent., and the primage 
duty from 4 per cent. to 10 per cent., and by £4 m. through 
additional income tax in the Commonwealth and in Victoria and 
Western Australia. The deficit would, therefore, be reduced by 


1 For the report of the Committee of Experts and the Premiers’ Plan see 
the Report of the Conference of Commonwealth and State Ministers, 25th May 
to 11th June, 1931 (Government Printer, Melbourne). See 5958. 

2 The non-adjustable expenditure (interest, sinking fund, exchange and 
unemployment relief) was £62 m. in 1929-30 and was estimated to be £85 m. 
for 1931-32. 
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economies and taxation from £39 m. to £14 m., and possibly 
£16 m. if revenue failed to reach expectations. (3) This was 
thought to be too large a deficit to be met from the ordinary 
process of economic recovery. The Committee suggested a net 
saving of at least £3 m. by reducing the interest on the internal 
debt by 15 per cent., bringing the deficit down to £11 m. 

This proposed reduction in the interest burden on the internal 
debt is perhaps the most interesting feature of the Committee’s 
Report. In justification of this proposal the Committee wrote 
as follows :—‘‘ Economies and increased taxes such as those 
outlined above involve as drastic cuts as can be borne by income- 
elements that are exposed to both cuts and taxes. Yet the gap 
still to be bridged remains a wide one. For two reasons, further 
measures to reduce it are necessary. The sacrifices asked from 
wages, salaries and pensions are so great that they would not 
be accepted if any other income-element escaped. Nor may the 
menace of currency collapse be ignored while the deficit to be 
met by borrowing remains so large.” (Paragraph 36 of the 
Report.) At the time a special tax of 1s. 6d. in the £ on interest 
from fixed money claims was in force. It was thought undesir- 
able to increase this tax because it would keep up the rate of 
interest, keep up costs and render conversion operations difficult. 
It was also thought inexpedient to attempt to manipulate the 
currency in order to raise the price level and thus extract from 
fixed incomes an adequate contribution to the loss of national 
income. “ There can be little doubt that under present condi- 
tions such a policy would destroy confidence in the currency.” 
(Paragraph 39 of the Report.) The Committee was, therefore, 
forced to consider a conversion of Government securities to a 
rate of interest approximately 15 per cent. below the then exist- 
ing rates. Leaving the ls. 6d. in the £ tax the contribution from 
the bond-holder would then be 223 per cent. In so far as this 
involved a breach of contract, the Committee justified it on the 
grounds that: “In normal times breach of contract would 
constitute an insuperable objection, but, fundamental as is the 
sanctity of contracts, it must not be overlooked that insistence 
on their fulfilment to the letter might, in present circumstances, 
force the debtor Government into a policy that would surely 
destroy the value of the bond. Generally, breach of contract 
would cause lack of confidence, and would set up a flight of 
capital from the country subjecting investors to it. But when 
the alternatives are inflation and default, or taxation of an equal 
or probably greater severity, holders of fixed money claims may 
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find it wiser to accept a variation of their contracts which is less 
onerous than taxation and insures them against the greater loss 
of total default.” (Paragraph 42.) 

The savings affected by economies, by reduction in interest 
and by taxation recommended by the Copland Committee would 
amount to £28 m., leaving a deficit of £11 m. (or possibly £13 m.). 
It was thought that this deficit-was ‘“‘ manageable,” and would 
be reduced as recovery proceeded. The expenditure on unemploy- 
ment relief in Australia is now at the rate of £10 m. per annum, 
and the added cost of exchange on the overseas debt nearly 
£11 m. A recovery in overseas prices would reduce unemploy- 
ment, and also the exchange rate. There would also be some 
recovery in revenue, and the deficit would then be finally elimi- 
nated. It should be added that the Copland Committee referred 
to two other elements in the general problem of financial recon- 
struction. In the first place, it suggested that all salaries and 
wages should conform to the standard set by the reductions in 
the Commonwealth basic wage. Secondly, it recommended that 
the conversion operation should be accompanied by a simul- 
taneous reduction on bank interest rates and mortgage rates. 

It would be wrong to assume that the general policy embodied 
in the Report was one of deflation. Certainly substantial reduc- 
tions in all payments were recommended, but two influences were 
left free to impose a salutary check upon the deflationary process. 
The exchange rate was to be maintained at 30 per cent. On this 
point it may be well to quote from the Report. “ Regarding 
any funding operation in London, care should be exercised not 
to force a premature return to the old par of exchange between 
sterling and the Australian pound. Exchange parity may best 
be regained on rising markets for Australian exports. It would 
be premature if attempted sooner in that it would intensify the 
crisis in Australia by reducing export values once more.” (Para- 
graph 50.) Secondly, there was still a substantial deficit to be 
financed by loans, though the Committee recommended that these 
loans should “ come from current savings rather than from new 
bank credits.”” The very fact that savings were diverted into 
loans to maintain expenditure is in itself a check to the defla- 
tionary process in a period of acute depression. Generally speak- 
ing the Report was in conformity with the policy enunciated by 
Australian economists, embodying: (a) a high exchange rate, 
(b) an all-round reduction in Government expenditure and in 
costs of industry, (c) a reduction in the burden of fixed money 
claims, and (d) an easing of the banking situation to facilitate a 
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process of adjustment.1_ The novel feature of the Report was, 
however, the direct attack upon the interest problem. The case 
for a reduction in fixed money claims in a period of falling prices 
has a very sound basis in economic theory. But only a grave 
national emergency could justify any interference with existing 
contracts, and Australia could fairly claim that her position was 
such that drastic measures should be taken. Fixed money claims 
were estimated to be about £80 m., or 12-4 per cent. of the 
national income before the crisis. Making allowance for a sub- 
stantial fall in the payments on mortgage interest, they would 
have amounted to £70 m. on the much lower national income of 
1931-32, the ratio then being 15-3 per cent. Thus, at a time 
when the national income was falling heavily, the holders of fixed 
money claims were receiving a greater proportion of it. If a 
group of Commercial loans raised since 1925, aggregating £233 m., 
be taken it is found that the interest payable amounts to 
£12,972,000. If the cost of living at the date of flotation is 
compared with the cost of living in the first quarter of 1931, the 
purchasing power of this interest had risen to £14,536,000. This 
is a rise of 11 per cent. of real income at a time when all other 
income elements had suffered severely. Logically, those who 
clamour most for deflation in a crisis should be equally ready to 
support the argument for a reduction in interest rates. 


IV 


In the main the recommendations of the Copland Committee 
were accepted by the Premiers’ Conference, though some modi- 
fications were made. The Conference did not tackle the problem 
of wages in private industry. The plan devised, however, 
embraces all the other suggestions embodied in the Report. 
This Plan, known as the Premiers’ Plan, is officially summarised 
as follows :— 


“The Conference has, therefore, adopted a plan which com- 
bines all possible remedies in such a way that the burden falls 
as equally as possible on everyone, and that no considerable 
section of the people is left in a privileged position. This sharing 
of the burden is necessary to make the load more tolerable; it 
is still more necessary, because only on this condition will it be 
possible to get the combined effort required. 


1 For the measures recommended by the economists see their statements of 
June 1930 and January 1931, published in Shann and Copland: The Crisis in 
Australian Finance, pp. 16 and 72. 








1931 


each 
othe 
It e1 


men 
193! 
by 
red 
the 
Col 


on 


Co 














1931] READJUSTMENT IN AUSTRALIA 543 


“The Plan has been adopted by the Conference as a whole, 
each part of which is accepted on the understanding that all the 
other parts are equally and simultaneously put into operation. 
It embraces the following measures :— 


(a) A reduction of 20 per cent. in all adjustable Govern- 
ment expenditure, as compared with the year ending 30th June, 
1930, including all emoluments, wages, salaries and pensions paid 
by the Governments, whether fixed by statute or otherwise, such 
reduction to be equitably effected ; 

“* (b) Conversion of the internal debts of the Governments on 
the basis of a 224 per cent. reduction of interest ; 

“‘(c) The securing of additional revenue by taxation, both 
Commonwealth and State ; 

“‘ (d) A reduction of bank and Savings Bank rates of interest 
on deposits and advances ; 

“* (e) Relief in respect of private mortgages.’ (Report of the 
Conference.) ; ” 


The legislation required to implement the Plan consisted of 
the following :— 


1. A Debt Conversion Agreement Act passed by the Common- 
wealth and by the States approving an agreement under Section 
1054 of the Commonwealth Constitution, between the States and 
the Commonwealth, relative to the conversion of the internal 
debt.t 

2. An Act to provide for the conversion of the internal debts 
passed by the Commonwealth Government. 

3. An Act passed by all Parliaments to empower trustees to 
convert their holding of the public debt into the new loan. 

4, A Financial Emergency Bill embodying the reductions in 
Government expenditure, and in some cases also the reductions 
in private interest. 

5. An increase in taxation in the Commonwealth raising the 
income tax, the primage duty and the sales tax to provide revenue 
amounting to £7,500,000. 


The important features of this legislation are the terms of 
the conversion of the internal debt and the provisions for reducing 
private interest. With regard to the first, the total amount 


1 Section 105 was inserted in 1928 when the financial agreement was made 
between the States and the Commonwealth under which the Commonwealth 
took over the debts of the State. For an account of this see Copland: ‘“ Finan- 
cial Relations of the States and the Commonwealth,’’ Economic JouRNAL, 
December 1927. 
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involved was £556 m., on which the average rate of interest was 
£5 5s. 5d. per cent. at June 30, 1930. Under the conversion loan 
this rate will be reduced to an average of £4 ls. 8d. per cent., a 
reduction of 224 per cent. This was arrived at by including the 
15 per cent. recommended by the Copland Committee and replac- 
ing the tax of 18d. in the £ by a reduction of a further 7} per 
cent. The gross savings in interest would be £64 m. The con- 
version operation had another advantage. It was possible to 
rearrange the maturity dates of the internal debt. Holdings of 
the existing securities were to be allocated among new securities 
whose dates of maturity ranged from seven years in nine steps 
to thirty years. This would leave the local market free of con- 
version operations for seven years, and spread the conversions 
more conveniently over the remaining twenty-three years. The 
Act provided that unless dissent was signified, conversion would 
be automatic. Bond-holders were appealed to on the double 
ground of the financial difficulties of the Governments and on 
the need for sacrifice from every section of the community. The 
result was remarkable. No less than 97 per cent. of the total 
holdings were converted into the new loan, leaving only £17-5 m. 
unconverted.! 

With regard to the private interest, legislation was to be 
passed in the six States providing for a reduction of 22} per cent. 
on existing contracts. No attempt was to be made to control 
the future rate of interest, and it was left open to the States to 
legislate on their own plan. Legislation has now been passed, 
and four of the States (New South Wales, Victoria, Western 
Australia and Tasmania) have proceeded by way of automatic 
reduction, unless the mortgagee can satisfy a tribunal that the 
reduction is inequitable. In the other two States the mortgagor 
must apply for a reduction. Rates are to be reduced by 22} 
per cent. with a minimum in most cases of 5 per cent. For the 
most part bank rates are omitted from the plan, inasmuch as 
the banks had already agreed to a reduction of 1 per cent. all 
round in their deposit rates and advances rates, though some 
bankers were opposed to taking this step so soon.? 


1 It was assumed at the original Conference that a tax of at least 224 per 
cent. would be imposed upon interest on the unconverted bonds. The small 
amount left, however, has influenced the Government to proceed direct with a 
compulsory conversion of the unconverted amount. Whether this proposal will 
be agreed to by the Senate is not yet clear. 

2 For a discussion of the effects of a reduction in bank rates on Australia, 
see paper by Mr. A. C. Davidson, General Manager of the Bank of New South 
Wales, published in Shann and Copland: The Batile of the Plans, pp. 57-71. 
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For the rest, the legislation proceeded roughly according to 
the Plan, and the Governments met again in conference early in 
September to report the progress made towards budget equi- 
librium and to discuss with the banks measures required to finance 
Government deficits and public works. A Committee of under- 
Treasurers examined the budget position and found that the 
Commonwealth and four of the States had brought their expendi- 
ture down by the amount required. The estimated reductions 
for 1931-32 compared with 1929-30 were as follows :— 





























| Cth. N.S.W. Vic. | Qld. S.A. | W.A. | Tas. 
Ordinary Expenditure.t (£m.) 
1929-30 .| 21:36 | 36-91 18-86 11-05 7-02 6-66 | 1-61 
1931-32 .| 16-88 | 31-96 | 13-46 9-02 | 5-19 | 4-84 | 1-26 
Reduction | 
Amount. 4-48 4-95 5-40 2-03 1-83 1-82 0:35 
Percentage | 21% | 13% | 29% | 18% | 26% | “27% |- 21% 








1 This includes administration and general and business undertakings. If 
roads are also included, the reduction for New South Wales rises to 16 per cent., 
and for South Australia to 30 per cent. 


The deficits disclosed in the budgets as compared with those 
agreed upon in the Premiers’ Plan are given in the following 
table :— 























Conference Budget Increased 
Deficits. Deficits. Deficits. 
£m. £m. £m. 
Commonwealth . ; 4-38 5:17 + 0:79 
New South Wales . F 5-41 6-702 -++ 1-29 
Victoria . . ; 1-31 0-82 — 0:49 Decrease 

Queensland . ; ei 0-76 1-87 + 1-11 
South Australia. : 1-50 2-12 + 0-62 
West Australia ‘ : 1-20 1-21 + 0-01 
Tasmania . : : 0-09 0-23 + 0:14 
Total States : 10-27 12-95 + 2-68 
Grand Total ‘ 14-65 18-12 | + 3:47 








2 Omitting £1-67 m. interest in respect of 1930-31. 


The increase of £3-5 m. was due (i) to revenue falling short of 
the estimates at the May—June Conference, (ii) to the full benefit 
of reduced interest on the internal conversion not being secured 
in 1931-32, and (iii) to the economies agreed upon at the confer- 
ence not being fully realised. It will be clear from the tables 
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that New South Wales is in much worse case than any of the 
other States, though by including as a reduction the shilling in 
the pound unemployment relief tax in that State and other 
economies yet to be made, the Government claims it has reduced 
its adjustable expenditure by 20 per cent. Thus it is fulfilling 
the letter of the Plan, but it may well be doubted whether a 
deficit of even £5-4 m. as agreed upon in the Plan will be liquidated 
under any probable conditions of economic recovery. Compared 
with the other States except Queensland, New South Wales has 
not made sufficient adjustment in Government expenditure in 
view of the severe fall in national income in that State. Had 
the other Governments pursued the same policy as New South 
Wales, it would have been evident that the deficits were not 
reduced to manageable amounts, and a further adjustment 
would have been called for. Similarly, it would have been 
difficult to continue to finance public works if the wages policy 
of New South Wales had been in force in other States. The 
general problem of unemployment was reviewed for the September 
Conference by a Secretariat, and attention was drawn to the 
disparity of wage rates in the States. Thus the report stated, 
“The wage reduction in most industries fails to lower costs suffi- 
ciently to increase employment because of the high wages still 
paid in other industries—such as coal or iron—on which they 
depend.” As a long-range policy for solving unemployment the 
Secretariat recognised that a reduction of costs was essential. 
For the immediate future, however, it recommended : 


(i) that the present loan works should be completed, involving 
an expenditure this year of £8-5 m. ; 

(ii) that £4 m. should be made available to stimulate develop- 
ment of paper pulp, gold-mining and fisheries and to improve the 
capital equipment on farms, and 

(iii) that £3 m. should be available for a subsidy to wheat 
farmers on the next season’s crop. 


This was a loan programme of £15 m., compared with £45 m. 
before the crisis. With deficits at £18 m., the total assistance 
required from the money market for the current year would, 
therefore, be £33 m. 


V 
The provision of funds for the deficits and for loan expendi- 


ture was taken up with the banks, which agreed to make available 
£16 m. for deficits for the current year, £3 m. for providing a 
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wheat bounty and £4-25 m. to finance the continuance of existing 
public works up to December 31, when the position will again 
be reviewed. It would appear, therefore, that the floating debt 
of the Governments to the Banks will be increased by not less 
than £27-5 m. for the current year, bringing it up to a total of 
nearly £90 m. In the early stages of the depression there was a 
decline in the cash reserves of the banks and an increase in the 
ratio of advances to deposits. Thus from the first quarter of 
1929 to the first quarter of 1930 the ratio of cash reserves to 
deposits fell from 19 per cent. to 15:5 per cent. and reached a 
minimum at 14 per cent. in the third quarter of 1930. The 
proportion of advances to deposits rose from 90 per cent. in the 
first quarter of 1929 to 104 per cent. in the first quarter of 1930. 
From the second quarter of 1930 to the second quarter of 1931, 
the proportion of cash to deposits rose from 14 per cent. to 20 
per cent. and the proportion of advances to deposits fell from 
105 per cent. to 98 per cent. The increase in the cash yatio is 
the direct outcome of the increase in central bank credit brought 
about by the financing of Government deficits through the 
Commonwealth Bank. This has greatly increased the balances 
of the Commonwealth Bank, due to the other banks, the amount 
standing at over £30 m. in the second quarter of 1931, compared 
with less than £10 m. in the second quarter of 1929. Deposits 
began to fall after the first quarter of 1929, when they amounted 
to £289 m. In June of this year they had fallen to £261 m., 
but fixed deposits had actually increased and the ratio of fixed 
to total deposits rose from 62-4 per cent. in June 1929 to 69 per 
cent. in June 1931. The main features of the banking position 
are thus :— 


(i) a substantial rise in the ratio of cash to deposits ; 

(ii) an increase in the liability for interest on fixed deposits ; 

(iii) a heavy fall in current deposits ; 

(iv) an improving though still high ratio of advances to 
deposits. 


These movements in banking are precisely what would be 
expected at a time when Central Bank credit is being increased 
to meet the needs of Governments. There has been a consider- 
able easing of the banking position, and the need for drastic 
deflation of advances is much less insistent than it was earlier in 
the crisis. The maintenance of a high exchange rate and the 
expansion of credit to finance Government deficits and maintain 
some loan expenditure provide a neat balance of forces against 
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the reductions in spending power brought about by the reduc- 
tions in wages, Government payments and interest. Despite this 
tonic of credit expansion the disturbances of the process of 
adjustment have been great and unemployment has steadily 
risen from 18-5 per cent. in the June quarter of 1930 to 27-6 per 
cent. in the June quarter of 1931. 


VI 


The existence of this volume of unemployment, the continued 
depression of prices on the Stock Exchange, the fall in the price 
of Government bonds, which still stand at a discount of about 
16 per cent., and the very depressed condition of the external 
markets for Australian exports have not allowed the general 
plan of financial rehabilitation to bear fruit as yet. Indeed, 
despite the magnitude of the effort, grave doubts were entertained 
concerning the possibility of Australia being able to meet from 
her current sources the interest on her external debt. For 1930-31 
total exports amounted to £88 m. and imports to £60 m., leaving 
a surplus of £28 m. The payment of interest to the sinking fund 
and all other charges overseas amounted to £30 m. for that year, 
and there was an apparent deficit of £2 m. on the London account. 
Despite this the floating debt in London has been reduced from 
£18 m. to £5 m., and the balance must have been met from the 
use of credits in London or the piling up of funds in Australia 
awaiting remittance. The exports for last year included £13 m. 
of gold, but as the gold reserve is now reduced to £10 m., it is 
not likely that any will be available for export this year.1_ Esti- 
mated exports of merchandise for the current year, in spite of 
excellent seasonal prospects, are less than £75 m. The suspension 
of the gold standard by England and a depreciation of the sterling 
dollar exchange by 15 per cent. would raise this estimate to £86 m. 
Imports are now coming in at the rate of about £45 m. per annum. 
Of this sum approximately £25 m. comes from countries other 
than Great Britain, and the cost of these in sterling would also 
be raised by 15 per cent. Similarly, the cost of interest on the 
American debt amounting to about £2-5 m. would be raised by 
about 15 per cent. The net increase in commitments on account 
of the depreciation of sterling would, therefore, be approximately 
£4 m. to be set off against a gain of £11 m. With exports at 

1 The Commonwealth Bank Act was amended in June by reducing the ratio 
of gold to notes from 25 per cent. to 15 per cent. The former ratio has to be 


restored within three years. The Act was amended to promote the export of 
£5 m. in gold to pay off Treasury Bills. At present the note issue is £50 m. 
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£75 m. and imports at £45 m. there would have been a balance 
of £30m. This may be raised to £37 m., should the depreciation 
of sterling be 15 per cent. Naturally these estimates are to some 
extent conjecture. Seasonal prospects may not be realised, gold 
prices for exports may increase, and the imports may be under- 
estimated. Before the crisis they amounted to £140 m., and it 
would be remarkable if any measure of recovery could be achieved 
with imports at only £45 m. The suspension of war debts and 
reparations has given Australia a net relief of approximately 
£5 m., 15 per cent. of her overseas obligations, and if this is 
continued and sterling is stabilised at 15 per cent. discount, it 
may be possible for Australia to meet her commitments from cur- 
rent resources. The depreciation of sterling is, of course, a 
substantial help, but it must be remembered that the banking 
position of Australia in London has deteriorated greatly on 
account of the depression. Thus it has been estimated that the 
London balances of the trading banks fell from £30 m.~in the 
middle of 1929 to £10 m. in the middle of 1931.1 It will be 
necessary for Australia to build up her reserves in London, and 
she can only do this by maintaining a surplus of exports over 
imports greater than her current commitments. Whether she 
can do this from her own resources is still a matter for speculation. 
It would, however, be a serious reversal if in spite of the efforts 
she has been making she were unable to meet current commit- 
ments because international commodity prices continued to move 
against her. No doubt further internal adjustments can be 
made. In particular the tariff has to be scaled down, the basic 
wage and the budgetary position in New South Wales adjusted, 
and greater freedom of working conditions in industry be achieved. 
But it is doubtful whether any other country has made adjust- 
ments of the same magnitude as Australia. In these circum- 
stances it is legitimate to consider that the continuance of depres- 
sion is due to conditions over which Australia has little or no 
control. 
D. B. CopLanp 
University of Melbourne, 
October 1931. 


1K. S. Isles: ‘* Australian Monetary Policy,” Economic Record, May 1931. 








THE WORLD’S WHEAT SITUATION ! 


In his Presidential Address to the British Association in 
1898, Sir William Crookes predicted that in 1931 the world was 
likely to be short of wheat. In reality, 1931 has been a year 
in which the world has been engaged in disposing of the largest 
wheat crop ever harvested, in which stocks have risen to record 
figures, in which prices have fallen to the lowest level for which 
there are modern records, and in which growers over vast areas 
of wheat land have found that their returns do not cover the 
cost of production. 

It is true that Crookes’ forecast was subject to certain reserva- 
tions. The impending wheat famine might be averted through 
the agency of the chemical laboratory. If the chemist were to 
solve that—as yet—unsolved problem of the fixation of atmo- 
spheric nitrogen, so that nitrogenous fertilisers could be manu- 
factured on a commercial scale, the yield of wheat per acre 
could be raised and the world carry on a little longer on its 
limited wheat area. 

The fixation of nitrogen is now an accomplished fact, and 
the increased yield which has resulted from this and other changes 
has contributed something, though not very much, to the vast 
increase in wheat production which has occurred in the last 
thirty years. The average wheat yield in countries for which 
there were statistics at the time Crookes gave his address was 
estimated at 12-7 bushels per acre. In the past seven years it 
has averaged 14:1 bushels, an increase of approximately 11 per 
cent. But the total world’s production has increased in these 
thirty years by over 60 percent. It is not so much to the chemist 
as to the biologist and the agricultural engineer that we owe 
the means of effecting this expansion; to them are primarily 
due the technical advances which have made possible the exten- 
sion of the world wheat area into regions previously regarded as 
unsuitable or incapable of growing wheat commercially. 

The chief factor in the upward trend in production since 
pre-war days has been the expansion of acreage. If we take the 
average of 1909-13 as the base, then for the years 1927-30, 
world production, excluding China and Russia, expanded by 


1 Read before Section F, British Association, London, 1931. 
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21-5 per cent. and acreage by 22-7 per cent. Of the total expan- 
sion in the world’s wheat area, by far the greater proportion was 
contributed by the four overseas countries, the U.S.A., Canada, 
the Argentine and Australia. The world’s area in 1930 had 
increased above the pre-war base by 51 million acres, of which 
44 million acres were in these four countries. The European 
acreage, excluding Russia, after falling sharply had recovered 
approximately to the same level as in the pre-war years. 

Still more striking is the change in international trade. For 
the years 1909-13 the above four overseas countries supplied 
approximately 50 per cent. of the world’s exports, while Russia 
and the Danube countries supplied about 40 per cent.; for the 
years 1924-28, the share of the four overseas countries had risen 
to about 94 per cent., while that of Russia and the Danube had 
fallen to about 5 per cent. 

So violent a disturbance to the normal growth in production 
and trade could hardly fail to have attached ta the post-war 
wheat situation a certain instability. Some readjustments were 
inevitable. Areas had been brought under wheat, particularly 
in the United States, which were only profitable with the inflated 
prices of the War and immediate post-war period, and disappeared 
with the subsequent deflation. But more important still was the 
position of Russia. The profound internal dislocation of Russia 
after the Revolution has delayed the recovery of her wheat pro- 
duction and has kept her almost completely off the export markets 
for twelve years from the end of the War. Partly for this reason 
the situation has perhaps assumed an appearance of greater 
stability than it actually possessed. Indeed, a practice has 
grown up during the past decade, due to some extent to the 
lack of accurate statistical material relating to Russia, of measur- 
ing the world’s wheat situation excluding Russia—as though 
Russia were off the map. In reality Russia was recovering, 
though her recovery did not materially affect the world’s situation 
until her reappearance as an exporter at the end of 1930. 

Since 1920 the trend of wheat prices has been downwards, 
interrupted by a sharp rise in 1924. The general form of 
the curve representing the movement of wheat prices in this 
country is similar to that representing the movement of an 
index of wholesale prices, but with the conspicuous changes more 
exaggerated. It should be noted in passing, however, that the 
level of wheat prices at the beginning of 1930, in relation to the 
level of wholesale commodity prices in this country, was no 


lower than at the beginning of 1922. 
No. 164.—voL. XLI. 00 
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The deviations in the course of wheat prices from that of 
wholesale prices are perhaps of more interest than the actual 
course of prices. If we calculate an index representing the 
value of wheat expressed in terms of wholesale commodities, 
and plot the result diagrammatically, the curve shows two 
conspicuous periods in which wheat prices were falling rapidly 
in relation to the prices of wholesale commodities, namely, from 
the beginning of 1921 to the end of 1923, and from the beginning 
of 1930 onwards. Both were periods of industrial depression, 
although towards the end of each exceptionally large harvests 
were factors in increasing the fall, and in the latter heavy stocks 
carried forward from the previous years exerted a depressing 
influence on prices. From 1925 to the harvest of 1928 the 
trend of wheat prices was slowly downwards in relation to whole- 
sale commodities, with a sharper fall following the bumper crop 
of the latter year. 

The disastrous fall in the price of wheat ! occurred, however, 
not in the crop year 1928-29, but in 1929-30. It began about 
January 1930, and reached in the spring of 1931 a point almost 
as low as in 1894, the lowest point in the nineteenth century. 
To analyse in detail the causes which brought this about would 
be far beyond the scope of this paper, but it is worth while to 
refer briefly to the factor to which it has most frequently been 
attributed, namely, general over-expansion of production. 

At international discussions of the agricultural situation and 
elsewhere, the fall in wheat prices has been repeatedly regarded 
as if it were exclusively the result of this cause. The last decade 
has been spoken of as a period of growing over-production, 
culminating in the disastrous fall in prices of the last two years. 
I do not think, however, that it is possible to account for the 
recent behaviour of wheat prices solely by reference to the supply 
position. 

Firstly, as to the post-war period as a whole. What has 
actually been the trend of production? The difficulty of com- 
paring the post-war and pre-war periods is greatly complicated 
by the violent disturbances which occurred both in production 
and consumption, in Russia, during and after the War; but by 
taking the total supplies available to the world outside Russia, 
that is to say, the production of other countries plus Russian 
exports, it is possible to compare the rate of growth of wheat 
supplies in the two periods. On this basis, for the years 


1 Measured by a weighted index of the declared values of the various wheats 
imported into this country. 
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1890-1913 the trend showed an increase of approximately 53 
million bushels per annum. What was the position after 
the War? Notwithstanding the great increase in production in 
over-seas countries already described, world supplies, excluding 
Russia, have not in any post-war year reached a point as high 
as the line of pre-war trend projected into the post-war period. 
In the years 1919-22 they fell considerably below it. Trend alone 
considered, the really striking feature of this comparison is not 
the expansion of production after the War, but the sudden set- 
back to production caused by the War. This is not, of course, 
to deny that production in the post-war period has outrun 
demand, but, having regard to the course of prices, it suggests 
that the chief effect of the War was to bring about a profound 
disturbance in the normal growth of demand. What lies behind 
this disturbance I cannot here discuss. 

Secondly, when we come to the critical crop year of 1929-30, 
in which the catastrophic fall in wheat prices began, the position 
is similar. The world’s crop was actually smaller than that of 
the previous year by approximately 12-8 per cent. There was, 
in fact, a repetition of what occurred in 1924, when the world’s 
harvest fell by 11-5 per cent., but while the former was followed 
by a sharp rise in prices, the latter led to a severe fall. It is 
true that the record harvest of 1928 temporarily increased supplies 
above the normal and led to heavy stocks being carried forward 
to the following year. But in spite of the accumulated stocks 
the total supplies available in the 1929-30 crop year, that is to 
say, the total world production outside Russia plus the carry- 
over from the previous year, was substantially smaller than in 
the 1928-29 crop year. Exceptional abundance alone cannot, 
therefore, be held to account for the lower level of wheat prices 
in 1929-30 or for the very rapid fall in prices from January to 
September 1930. This was roughly the position up to the 
autumn of last year. During these years Russia as a factor in 
determining the international level of wheat prices was of negligible 
importance. 

But with her reappearance as an exporter in September 1930 
the situation underwent an extremely important change. Indeed, 
the position of Russia is so important that it calls for special 
comment. Her production during the last seven years has 
expanded very rapidly indeed. In the main, however, it has 
been a recovery from an extremely low level reached after the 
Revolution, and until recently the increased output has been 


almost entirely absorbed within the country. But by 1930 
002 
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Russia had not only more than restored her pre-war acreage, 
but, if the official crop estimates of the Soviet Union correctly 
represents the facts, she harvested a crop which was greater 
_ by about 381 million bushels than that of the previous year, 
an increase in one year nearly equal to the entire Canadian 
crop of 1930. At this point she was once more in a position 
to claim a share in the world’s exports, and in the course 
of the year she exported something over 100 million bushels, 
or about two-thirds of her pre-war average exports. Thus the 
world outside Russia, already faced with supplies substantially 
in excess of the effective demand, now had to meet an absolute 
addition to these supplies, and for the time at least a sharp 
upward turn in trend of total world supplies available for export. 

Such are the main facts in regard to the volume of supplies. 
Other factors which have had a bearing upon the fall in prices, 
to some of which I refer later on, are the restrictive policies 
pursued in regard to imports by the great majority of importing 
countries on the Continent of Europe; the movement in the 
prices of rye + and maize; variation in the milling quality of 
successive wheat crops; the influence upon the market of the 
heavy stocks; the policies of the Canadian Pools, and still more 
important of the Federal Farm Board of the U.S.A. It is per- 
haps impossible completely to disentangle the causes of a situation 
so exceedingly complex as this is. I think, however, that the 
correct inference from the facts is that an actual decline in con- 
sumption has played a much more important part in the fall 
in wheat prices than has commonly been supposed, particularly 
during the spread of the economic depression since the beginning 
of 1930. If statistics of consumption were more adequate and 
more reliable it might be possible to obtain corroborative evidence 
on this point, but as it is this conclusion must be mainly an infer- 
ence from other facts. 


I wish now to turn to some of the long-term factors which 
have a bearing on the situation. 

The seventy years betore the War saw great developments, 
not only in the exploitation of virgin lands and in the improve- 
ment of transport, but in the adoption of early maturing and 
drought-resisting varieties of wheat, and the use of new implements. 
But the post-war period has been marked perhaps by even 

1 In the years 1928-30, Europe—ex Russia—harvested exceptionally large 


crops of rye, averaging for these years about 22 per cent. above the average of 
1922 to 1924. 











1931] THE WORLD’S WHEAT SITUATION 555 


more revolutionary changes in the technique of crop production 
than any that occurred in the past century. These are partly 
due to changes in cultural practices, but mainly to the spread 
of mechanisation in the great wheat-producing countries over- 
seas. The subject of mechanisation in agriculture has led to 
some very strong statements both in regard to the part it has 
played in the present depression and to the influence it is likely 
to exert in the future. For example, Dr. W. I. King, in the 
American Journal of Farm Economics, asserted that— 


“The gasolene engine has been the most important 
influence tending to keep the price of farm products low as 
compared with urban products, and hence lower the farmer’s 
income, and to lead to that cityward migration of farmers 
which has been taking place.” 


Or, again, G. A. Studensky, in the same Journal, states—~ 


“ At the bottom of the approaching agricultural crisis 
is an immense technical revolution brought about by the 
internal combustion engine. The importance of this revolu- 
tion for the future of agriculture defies imagination.” 


Whatever may be the truth in regard to these statements, there 
can be no doubt that the advent of the tractor and the combined 
harvester-thresher opened a new epoch in the technique of crop 
production, the possibilities of which have hardly yet been 
realised. 

Some idea of the growth of mechanisation may be obtained 
from the following figures. The United States manufactured 
about 60,000 tractors in 1917; in 1929 her production had risen 
to approximately 229,000. Her production of the combined 
harvester-thresher rose from a total of 270 in 1914 to nearly 
37,000 in 1929. According to official estimates the number of 
combines in use in Western Canada in 1924 was only 5, while in 
1929 it was about 7,250. Figures for the Argentine and Australia 
show a similar increase. 

Now the chief direct consequence of the application of mechani 
cal power to the farm has been a general raising of the speed of 
farm operations, a gradual increase in productivity per man 
employed, with a consequent reduction in the number employed 
per 1,000 acres. For example, the progressive reduction in the 
number of hours of labour required for harvesting and threshing 
resulting from the sequence of new mechanical inventions is 
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illustrated by the following quotation from the American authority, 
R. H. Tolley :— 


“When wheat was harvested with the sickle and threshed 
with the flail, from thirty-five to fifty hours of labour were 
necessary for harvesting and threshing an acre of wheat 
with a yield of fifteen bushels. The introduction of the 
cradle effected a saving of about ten hours per acre. At 
present, farmers in the Great Plains usually use from four 
to five hours of labour for harvesting and threshing an acre 
of wheat when it is harvested with a binder and threshed 
from the shock with a stationary thresher: from three to 
four hours’ of labour when the crop is* harvested with the 
header and threshed with a stationary thresher; and an 
average of three-quarters of an hour of labour when the 
combined harvester-thresher is used.” 


I think, however, even more important than the trend 
exhibited in those figures is the profound change introduced 
into farm practice. Harvest time through all the ages has been 
the busiest season in grain farming. ‘Traditionally it has imposed 
the greatest strain on the available labour staff. The organisa- 
tion of the farm, the number of draught animals, the number 
of implements and, to some extent, the area which could be 
sown with grain, have therefore all been determined with refer- 
ence to harvest time. In the United States and Canada, more- 
over, harvest needs have been met by withdrawing from the 
cities for harvesting purposes what has been described as “ an 
enormous fringe of casual labour, leaving it to disperse itself as 
best it might when the harvest is over.”’ Harvest ‘‘ excursions ”’ 
run from the big cities have been a conspicuous feature of the 
Canadian summer, but the cost of harvest labour has been rela- 
tively high, namely from five to seven dollars per day. Now 
the effect of the introduction of the tractor and combine has 
been to smooth out this traditional “‘ peak ” in the labour curve. 
It has “‘ decasualised ”’ the harvest, and enabled the farmer with 
his small permanent labour staff to deal without difficulty with 
the heavy work at that season. 

The indirect consequences of this, and of the general spread 
of “ power farming,” are exceedingly important. Firstly, it has 
promoted the movement towards larger farms which is now 
conspicuous in the wheat-growing regions of the United States 
and Canada; secondly, and still more important, it has helped 
to bring about the extension of farming, particularly in the 
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United States and Australia, into areas of low yield, with rainfall 
as low as ten inches, so bringing under cultivation vast regions 
hitherto regarded as unprofitable. In the words of the United 
States Secretary of Agriculture, ‘‘ mechanisation is changing the 
wheat map of the United States.” Thirdly, by applying mechani- 
cal power not merely to the operation of harvesting but to those 
of ploughing and sowing, it has substantially raised the pro- 
ductivity per man, and lowered the over-all costs of producing 
the crop. ‘To take two extreme instances as illustrations, it is 
claimed that the costs of wheat production in Kansas State 
have been reduced as low as 50 cents. a bushel ; while, according to 
the U.S. Secretary for Agriculture, by substituting a cultivator 
drawn by a tractor, for a plough, as much as 1,600 acres can be 
cultivated by one man. Such results a few years ago would 
have been regarded with incredulity. Speaking generally of the 
United States, the output per agricultural worker is stated to 
have increased during the decade following the War by anaverage 
of 25 per cent. During this time, however, more than 3,000,000 
people have left the land. 

Now what is the expectation in regard to the consequences 
of these truly revolutionary changes upon the world’s wheat 
situation? The demand for wheat is relatively inelastic, and the 
increased output resulting from lower costs cannot be readily 
absorbed by a corresponding increase in consumption, as would 
be the case with a product for which there is a more elastic 
demand. Ina time when the population of wheat-eating countries 
is expanding more slowly than in the days of the rapid develop- 
ment of new wheat-fields in the nineteenth century, technical 
advances of the magnitude of those I have described seem to me 
to carry with them the implication, other things being equal, 
of a continuous tendency towards over-production; of a con- 
tinuous pressure of wheat on the world’s markets as an inevit- 
able accompaniment of the spread of the new technique. Further- 
more, there are indirect consequences of the use of mechanical 
power which increase this expectation. The adoption of the 
tractor on the farm and the automobile on the farm and in the 
towns has led to a reduction in the number of horses, and there- 
fore to a decline in the acres of crop land required to feed them. 
In the United States it is estimated that no less than 25,000,000 
acres of crop land, previously required to provide feed for horses, 
have been released since 1918, and made available for crops for 
human consumption. I conclude, therefore, that in the absence 
of some unexpected influence, the spread of mechanisation 
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establishes the expectation over a long period, of a continuous 
struggle, possibly a painful struggle, between regions where the 
new technique is penetrating and costs are low, and regions 
where the old technique survives and costs are high. It implies, 
while it lasts, a relatively low level of wheat prices (other things 
being equal), and ultimately it can be solved, it seems to me, 
only by the gradual elimination of the weaker producing units. 

These technical changes in overseas countries are no doubt 
partly due to the nature of the soil and climate, partly also to 
economic conditions. In Australia and Canada, for example, 
the farmer’s mind has constantly been bent towards the problem 
of economising human labour, because human labour has been 
scarce and expensive. But these are not the only factors. The 
United States, more strikingly perhaps than other countries, 
presents a contrast in aim and in the directive forces which 
govern their agricultural policy. Nothing is more noticeable 
than this if one visits American agricultural institutions or 
hears the views of American agriculturists. 

The American believes that progress comes from new inven- 
tions, new technique, new organisation ; from new discoveries 
which raise the general tempo of all productive operations. He 
believes in a rising standard of life springing directly from these 
progressive elements in the nation’s economic system. Un- 
hampered by tradition, he has been prepared to apply to agricul- 
ture the ideas which in other fields have contributed to the rapid 
rise in productivity per unit of the population. Indeed agri- 
cultural progress is constantly spoken of by reference to this 
measure, and the vast State organisation of agricultural research 
and education is directed towards this objective. If the American 
agriculturist has a passing regret for the migration of the popula- 
tion from the country to the towns, that is seldom uppermost 
in his mind. It is at least compensated for by the increasing 
standard of living of the farmer and agricultural labourer. 
Mechanisation in agriculture is the logical outcome of this spirit. 
I do not suggest that this characteristic attitude of mind is the 
only or even the primary cause of the rationalisation in agri- 
culture which is taking place so rapidly in the United States. 
The ordinary forces of competition supply the strongest motive 
for the adoption of each successive labour-saving device. But 
it creates an atmosphere in which fewer obstacles are placed in 
the way of the process of rationalisation than in other countries 
where other motives and other ideals predominate. 

When we turn to Europe we see a completely altered picture. 
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No longer do we find the urgent progressive spirit, but rather a 
technical conservatism always retarding the adoption of new 
methods. We see also, perhaps, how deeply rooted, how far 
from a superficial dissimilarity in farm practice, are some of the 
factors which create the contrast between the New and the 
Old World. Agriculture over the greater part of Europe is 
founded on a tradition of the peasantry; technical practices 
slowly evolved out of age-long custom belonging to that tradi- 
tion, and it is a tradition which few European statesmen are 
willing to sacrifice. Small farms, intensively cultivated; a very 
high expenditure of human labour and little use of machines; 
peasant occupiers characterised by a thriftiness which is part of 
their traditional way of life; who make a little go a long way 
so far as their family needs are concerned; who follow with 
plodding routine their customary methods of cultivation; who 
not unnaturally are slow to adopt a new technique, still less 
prepared for a radical reshaping of their agricultural system or 
the amalgamation of small and uneconomic holdings. These 
are the characteristics of the European countries whose agriculture 
rests mainly upon the peasant type. But the peasant’s dislike 
of change, common to the peasantry throughout Europe, is not 
the only deterrent to technical progress. In France, for example, 
the national value of the peasantry is intensely believed in.' 
It is believed that the strength and manhood of France, her 
vitality no less than her military power, depend ultimately upon 
the peasantry. To preserve the peasantry is a national need : 
the rural exodus is regarded as something to be avoided, even at 
substantial sacrifice. France would no longer be France if her 
economic life became predominantly industrial or her agriculture 
predominantly mechanised. For example, M. Laribé, a well- 
known commentator on French agriculture, says : 


“We may set down one first principle. Industrial 
development ought not with us to be pursued at the expense 
of agriculture. We have always been an agricultural 
country. We ought not to attempt to become a country 
essentially industrial. All the productive forces, all the 
natural dispositions so numerous and varied of France, 
would be difficult to use if accidental or temporary circum- 
stances were allowed to lead us into one profession to the 


1 An illuminating account of the Agricultural Policy of France is contained in 
articles by Professor Rexford Tugwell of Columbia University, the Political 
Science Quarterly, Vol. XLV, from which the following two quotations have been 
extracted. 
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exclusion of others. Our future and our tradition alike 
demand that we furnish to the world the example of a wise 
and harmonious balance. To ruin the culture of the soil 
for the purpose of making France over into an industrial 
nation—that would be folly.”’ 


Rooted in these traditions, with policy governed by con- 
siderations of over-riding national aims, the technical evolution 
of agriculture naturally takes a different course. Technical 
progress does not receive the stimulus which is applied to it in 
countries unfettered by such considerations as these. To quote 
Professor Tugwell : 


“As new knowledge is made available and new pro- 
cesses are developed there cannot be complete immunity. 
But what is new is not welcomed; there is hesitation and 
scrutiny to discover whether what is suggested can be made 
to fit into the old scheme without great disturbance; it 
must be assimilated. So, for instance, the co-operative 
movement has grown into the rural economy slowly. It 
has made no obvious surface differences which are apparent 
to the eye. And so evolution in the types of cultures used 
has come slowly; cereals have decreased in acreage, but 
not so rapidly as to threaten a shortage of domestic supplies 
for bread. Even now it is only in poor wheat years that 
resort is had to importation ; for the rise in yield per hectare 
has kept the total size of the crops constant—or nearly so, 
with normal variations. ... The peasant home and the 
land are thought of as something to be worked for and 
preserved, ends in themselves rather than instruments by 
which to rise to a higher estate in the world; . . . one who 


fails to see this cannot possibly understand the tendencies 
of French policy. . . .” 


Elsewhere in Europe the same spirit prevails, though the 
practical expression of it may be different. Switzerland, Ger- 
many, Austria, Poland and the agrarian States of Eastern Europe 
each has its peasant tradition. In most the rural exodus, so 
often a subject of comment, is regarded, if not as calamitous, 
at least as a movement which it is the legitimate aim of public 
policy to prevent. In the majority of European countries a 
drastic rationalisation of farming, a remodelling of farms, an 
enlargement of fields and a re-equipment with modern labour- 
saving machinery, which would enable them to compete on more 
equal terms with the produce from overseas, even if the absorp- 
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tion of the displaced labour in other occupations were possible, 
would be so alien to this spirit that it would meet not merely 
with the inevitable opposition of the peasants themselves, but 
with disapproval from those responsible for national policy. 

Now the economic consequences of this cannot fail to be 
far-reaching. Europe remains the great market for the world’s 
surplus wheat, but she also remains one of the great wheat- 
producing regions. What has just been said seems, therefore, 
to imply a continued struggle during the coming decades between 
European producers and those of overseas countries for their 
share in the European market, a struggle which is not new, but 
is certainly more intense, and one which, although superficially 
a competition between an older and a more advanced technique, 
in reality assumes the character it does because of wide—indeed 
fundamental—differences in national sentiment and national 
traditions. Russia alone of European countries has thrown the 
whole peasant tradition overboard and is seeking to carry out a 
rationalisation of agriculture at a speed not attempted by any 
other country in the world. 

What has been the reply of the rest of Europe to the mechanisa- 
tion of agriculture in the new countries? Confronted with the 
growing pressure of wheat from overseas, it has resorted during 
the post-war years increasingly to protection. Germany has 
raised her duties on wheat or wheat flour nine times since 1924; 
France six times; Italy five times; while imports into all the 
other importing countries of Continental Europe (except Den- 
mark) are subject to some form of restriction. France, Germany, 
Sweden, Holland, Norway, Switzerland and Italy have all taken 
measures to enforce the compulsory milling of a fixed quota of 
home-grown wheat. Belgium and Portugal permit the importa- 
tion of wheat under licence; Norway has a State monopoly. 
So drastic has been the protective policy in France and Germany 
during the recent slump of wheat prices in the chief wheat markets 
of the world, that domestic prices in these countries have actually 
risen, ultimately reaching a level more than double the corre- 
sponding figure in this country. The actual figures for last 
June were : 


8. d. 
Great Britain ; F . . 3 22 per bushel 
Paris . : ; , : s 2 ae wx 99 
Berlin : . , ‘ » © ws 99 


It seems clear that the European deficit countries can con- 
tinue to protect their peasant agriculture and maintain their 
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production by means of tariffs and other protective measures 
so long as their consuming public is prepared to put up with the 
higher price of bread. But their action has introduced an 
unusual degree of artificiality into the present wheat situation, 
and has also tended to concentrate the full pressure of the world’s 
surplus upon Great Britain, the one great free market of the 
world. 

In the light of what has occurred it is hardly to be wondered 
at that, apart from Great Britain, the agricultural depression 
has been felt with great severity in the surplus-producing countries 
of the Danube basin. Here the spirit and tradition of the 
peasantry is no less strong, but the high hopes built upon the 
agrarian reforms which have been introduced since the War 
have proved to a large extent illusory in the face of falling prices, 
while the destruction of the big estates and their subdivision 
into small-holdings, has almost certainly increased the technical 
difficulties of competing with the cheap wheat from mechanised 
farms overseas. 

Before ending, I must refer briefly to two other matters of 
importance bearing upon the present position. To the arti- 
ficiality created by the policy of controlling imports in importing 
countries, there is a counterpart in the attempts to control 
exports and domestic sales in Canada and the United States. 

I have not time to discuss here the policy during the last 
few years of the Wheat Pool and the Federal Farm Board, though 
they provide an exceedingly interesting study. Both have 
existed with the primary object of improving the price which 
their farmers receive for their wheat, both have aimed at orderly 
marketing, both at the stabilisation of prices, both have expressly 
sought to “ eliminate speculation ’’ though both have engaged in 
it. Now since these organisations have no control over pro- 
duction, their chief means of influencing prices lies in their 
powers to hold wheat off the market. In consequence of this 
they have been subject to severe criticism. In regard to the 
Pool, although the directors deny ever having followed a holding 
policy, my own view, the reasons for which would take too long 
to set out here, is that there is some substance in the criticism 
that at times the Pool has pursued what amounts to a holding 
policy, when to sell more freely would have been the wiser course, 
but I think its policy has contributed very much less to the creation 
of an artificial and unhealthy situation in the world as a whole than 
its critics allege. As to the Farm Board there is no doubt what- 
ever about their policy of holding. Their so-called “price 
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measures have been much more ambitious than 


influencing 
anything attempted by the Pool. The policy of the Farm 
Board has been, roughly speaking, to support domestic wheat 
prices, by purchases of wheat or otherwise, when they con- 
sidered that the price at which it was selling was too low. 
In so doing they acted as they were bound to act, mainly on 
their judgment of the statistical position of wheat. But price 
forecasts based on this position, in the economic conditions 
which prevailed from the autumn of 1929 onwards, were, to 
say the least of it, exceedingly difficult to make. In actual 
fact the Board entered the market three times either directly 
or through its subsidiaries, and on each occasion apparently 
with the belief that the low prices were only temporary; 
in the autumn of 1929, when it made loans to growers to enable 
them to hold their wheat; during February to May 1930, when 
the Grain Stabilisation Corporation bought futures, and finally in 
November 1930 and later, when it again entered the futures 
market, first in support of December futures in Chicago and later 
of May futures. But the interesting feature is that on each 
occasion the Board supported wheat prices at a lower level, 
roughly at 115, 105 and 80 cents respectively. The recovery of 
prices which was essential to the success of these operations 
never came, and the Farm Board were left to carry forward 
their heavy stocks, purchased to a large extent at prices far 
above those ruling to-day. 

The price-fixing policy has now been abandoned, but the 
total American carry-over on August Ist last was officially 
estimated at the record figure of 319 million bushels. There 
can be little doubt that the existence of these enormous stocks 
to-day and the uncertainty as to the Farm Board’s policy exert 
a demoralising influence upon the international grain markets 
and a depressing effect on prices. 

Finally, there remains the position of Russia, to my mind 
the most important single factor of all. It is necessarily obscure 
on many points, but it seems fairly clear that neither her pro- 
duction programme nor her export policy is being pursued 
primarily in relation to the international level of wheat prices. 
Her production is being developed according to “plan’’; her 
export policy (for the time being at any rate) seems to have 
been dictated chiefly by exchange considerations. But from 
the point of view of wheat producers in the outside world, the 
most disturbing factor is the magnitude of the planned addition 
of her wheat acreage under her present programme. This is 
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seen if we consider to-day’s position in the principal wheat- 
growing countries. 

As was inevitable, low prices are bringing about a contraction 
in acreage in the four principal non-European wheat-producing 
countries. The estimated reduction in the current year is about 
13} million acres. In addition to these, Canada, owing to the 
disastrous drought, has harvested a crop of only about half the 
normal size—an event which, though it may relieve the world 
situation, may prove to be the greatest calamity that has ever 
befallen wheat-growers in that country. If these were the only 
changes, they would go a long way towards bringing about an 
improvement in wheat prices, but, on the other hand, according 
to the figures of the International Institute of Agriculture, the 
actual expansion in Russia during the current year has amounted 
to approximately 10 million acres, while a further 10 million 
acres are apparently proposed in 1932. 

Such is briefly the world’s wheat position to-day, and for the 
time being it holds out little hope of a recovery in wheat prices 
to parity with commodity prices generally. But even when all 
adjustments consequent upon the temporary conditions of over 
supply and economic depression have taken place, there still 
remain the long-term factors tending to keep wheat prices at a 
relatively low level :—the spread of mechanisation ; the develop- 
ment of new wheat varieties; the extension of the wheat area 
into drier and colder regions; the improvement of cultural 
practices; the expansion of production on farms where costs 
are low; the struggle to maintain their position in face of such 
competition by growers whose costs are relatively high; the 
determination of the older countries to preserve their peasant 
systems, if need be by permanently sheltering them against the 
competition of advanced productive technique. With the slower 
rate of expansion of population in the principal wheat-con- 
suming countries than in previous periods, together with a 
certain diminution in consumption per head in a few important 
countries, an increasing output is less likely than formerly to be 
absorbed by an increasing consumption in these regions. Such 
factors alone are enough, I suggest, to establish the expectation 
that irrespective of the general course of commodity prices, the 
price of wheat over a period of years is likely to be low in 
relation to prices of other things. 

But in addition to this there is the potential output from 
Russia. If Russia is able to continue her present policy, if the 
planned addition to her wheat lands are actually brought under 
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crops, if she succeeds in surmounting her present difficulties 
(which are very great) in applying mechanised practice to the 
production of her grain crops, and if her present need and 
present determination to regain her former position as a 
wheat exporter continues to dominate her policy, future exports 
from Russia will constitute an exceedingly formidable factor 
operating in the same direction. . 


R. R. ENFIELD 














THE LAW OF 





DECREASING COSTS 


In a former article 1 I made an attempt to analyse the con- 
ditions of equilibrium in the long and short periods with reference 
to marginal prime, average prime and supplementary costs. Two 
classes of case were considered, first that of pure competition, 
and secondly that in which “the source of supply is not small 
in relation to the whole industry.”’ It was maintained that in 
the second case the volume of output is determined by the inter- 
section of the marginal prime cost curve and a curve derived 
from the demand curve which I called the increment of aggregate 
demand curve, and that the law of decreasing costs might then 
prevail in the long and short periods. 

The increment of aggregate demand curve becomes relevant 
and the possibility of decreasing costs arises if and when a firm 
is confronted with a demand for its product of less than infinite 
elasticity. The definition “where the source of supply is not 
small in relation to the whole industry ” is too narrow to cover 
all firms confronted with a demand of this kind. Mr. Sraffa has, 
in a well-known article,” laid stress on the case when small indi- 
vidual firms are held in equilibrium by being subject to increasing 
marketing expenses. Where the product is not completely 
standardised or the market not organised, the individual pro- 
ducer may, although quite small, have increasing difficulty in 
marketing increments of produce. 

I propose to examine in what follows the relation between 
the kind of conditions which Mr. Sraffa has envisaged and the law 
of decreasing costs. The first paragraph is concerned with the 
compatibility of competitive equilibrium with short-period 
decreasing costs,*° the second is concerned with the compatibility 
of competitive equilibrium and with short-period decreasing costs 
profit, the third with the compatibility of competitive equilibrium 
with long-period decreasing costs,* and the fourth with the possi- 
bility that short- and long-period decreasing costs may be the 
normal condition of certain industries. 

1 Economic JOURNAL, June 1930. 

2 Ibid., December 1926. 

3 “ Short-period decreasing costs ”’ is defined as the condition in which a rise 
in demand for a short period brings about a fall in the marginal cost of production. 


4 See the definition of ‘‘ short-period decreasing costs,”’ but substitute the word 
‘long ” for “‘ short.” 
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A firm whose product is not standardised or whose market 
is not organised may meet the difficulty of marketing increments 
of produce in two ways: by lowering the price, or by increasing 
marketing expenses. In so far as the conditions of the market 
allow a difference of price for the product of different sources, 
and the former method is adopted, the analysis of the equilibrium 
of the firm in this case may be assimilated to that provided in 
my former article, section II, ‘“‘ where the source of supply is 
not small in relation to the whole industry.” 

It is important also, however, to consider the status of market- 
ing expenses. Mr. Sraffa holds that it is possible and ‘‘ formally 
correct ”’ to include marketing expenses in the cost of production, 
but gives grounds for holding such a method of approach wun- 
satisfactory and misleading. But so long as we use the concepts 
of supply and demand schedules in analysing the. market com- 
plex, it is difficult to avoid putting these costs on the supply side. 

For the purpose in hand we may confine our attention to 
marginal competitive marketing costs, 7.e. those costs of market- 
ing which are necessary to ward off the competitor at the frontier 
of a sphere of influence. It is assumed that any attempt to 
push out into the competitor’s territory is attended with rising 
marketing costs per unit of sales, and that a surrender of territory 
to him would allow a reduction in them. 

Marginal competitive marketing costs can thus be represented 
as a function of the output of the individual firm. But it appears 
that they do not depend on this only. For let a rise in demand 
supervene on equilibrium, causing an increase of output: if the 
rise is evenly diffused over the whole market, firms should be 
able to maintain their frontiers without increase of marketing 
effort. A higher competitive marketing cost is the price of 
trespass into the neighbour’s territory. If no trespass in either 
direction occurs, no rise in this cost per unit at the margin should 
occur. But all will be producing more in the new equilibrium. 

It seems to follow from this that the marginal competitive 
marketing cost is a function not only of the quantity of output, 
but also of the state of demand. But if this is so, a complete 
reconstruction of the notion of a supply schedule becomes neces- 
sary. In the usual analysis supply and demand schedules are 
regarded as independent of one another. On the new view 
every demand schedule has its own appropriate supply schedule. 


To determine equilibrium after a change in the former, the latter 
No. 164.—vowL. XLI. PP 
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also must be changed. The customary graphical representation 
of supply is no longer possible. Any given supply schedule of 
the old type is only valid while the demand remains constant. 
To draw a single supply schedule to be valid for all states of 
demand, it is necessary to use three dimensions. Cost becomes 
a function of two independent variables quantity of output and 
state of demand.! Thus the traditional analysis breaks down. 

This at once seems to throw light on the vexed question of 
how a condition of decreasing costs may be compatible with 
competitive equilibrium. In equilibrium the state of demand 
may be taken to be constant and the cost of production becomes 
a function of one variable, viz. quantity of output. It is thus 
a sufficient condition of equilibrium that costs should rise for 
increasing quantities of output. The expressions decreasing 
and increasing costs are, however, usually taken to refer to the 
response in supply price to changes in demand. So long as the 
supply schedule was conceived as independent of the demand 
schedule, the effect of a change in the latter could be read off 
from a curve showing cost as a function of output; if that had 
an upward gradient between its points of intersection with the 
old and new demand curves, prices were expected to rise. But 
if to determine the new equilibrium a new supply schedule has 
to be drawn, derived from a cost curve a component part of 
which is marginal marketing cost (now reduced throughout the 
relevant range), it cannot be determined a priori from the upward 
slope of the old curve whether the point of intersection of the 
two new curves will be above or below the old point. If the 
new price is below the old one, then in the accepted sense of the 
term the firm is subject to decreasing costs, and, if we may sup- 
pose the firm to be an equilibrium one in Professor Pigou’s sense,” 
the whole industry is subject to decreasing costs. Thus com- 
petitive equilibrium is compatible with decreasing costs in the 
ordinary sense of that expression. 

If it be supposed that in a firm costs other than competitive 
marketing costs are falling at the old equilibrium, but that the 
rise in the latter more than offsets the fall in the former, so that 
the total cost schedule (old type) is a rising one, it can be shown 
that the firm is subject to decreasing costs. For suppose an 
increase in demand evenly diffused among the various particular 


1 If a change in the state of demand may be complex, i.e. involve elasticity as 
well as intensity, four (or more) dimensions are necessary for a representation of 
supply. 

2 Pigou, Economics of Welfare, ed. 1929, p. 788. 
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spheres of influence: an increase of market can then be secured 
for each firm without trespass on its neighbour’s sphere, and 
therefore without increase of marginal competitive marketing 
cost per unit. But if the marginal marketing cost is the same 
as in the old equilibrium, and the residual marginal costs are 
lower owing to the larger output, combined marginal costs will 
be lower in the new equilibrium-than in the old. Thus a firm 
which has costs other than competitive marketing costs falling, 
but is held in equilibrium by total costs, considered as a function 
of output only, rising, is subject to the law of decreasing costs. 


II 


The second difficulty in supposing a competitive equilibrium 
to be compatible with the condition of short-period decreasing 
costs arises from the fact that if marginal costs are falling, the 
marginal prime cost will probably be less than the average prime 
cost,! and if the price is equal to the marginal cost, total prime 
costs will not be covered. 

This difficulty is resolved when it is remembered that while 
competitive marketing costs must be excluded in determining 
whether an industry is subject to decreasing costs, in equilibrium 
the price must cover the marginal competitive marketing costs. 
The aggregated marginal cost curve (old type) is supposed to be 
rising in equilibrium. Marginal marketing costs will stand above 
the average marketing costs, and the difference should more than 
make up for the fact that marginal productive costs * are below 
average productive costs; in this case combined marginal prime 
costs, to which the price is equated, will stand above combined 
average prime costs. 

A complete account of the matter is not quite so simple. 
Where the market is not thoroughly unified even a small indi- 
vidual firm may, as Mr. Sraffa observes, be confronted with a 
demand curve of less than infinite elasticity. The curve of the 
demand for the products from an individual source of supply 
is not in these circumstances a wholly unambiguous concept. 
Starting from a given equilibrium, if an individual firm desires 
to expand sales, it may adopt both the device of lowering prices 
and of increasing marketing costs; the converse applies to con- 
traction inside a given point. How, then, should we plot out 
the demand curve with which the individual is confronted? It 


1 Economic JOURNAL, June, 1930, p. 233. 
2 The expression ‘‘ productive costs ” is here used as equivalent to all prime 
costs less competitive marketing costs. 
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seems to be the best plan to assume that in departing from a 
given equilibrium the individual will follow the path of maximum 
receipts, will cut down prices by that amount and increase selling 
expenses by that amount which will in the aggregate involve 
him in least loss of net receipts; or will raise prices by that amount 
and cut down selling expenses by that amount which will bring 
the greatest net gain. Then we may plot that section of the 
demand curve which lies on either side of equilibrium on the 
assumption that he would combine price regulation and selling 
expense in the way most advantageous to himself. 

To illustrate how a falling particular demand curve affects 


the relation of costs to price, we may suppose that the whole. 


manipulation of the market at the disposal of the individual firm 
consists of price regulation, and that the selling expenses are 
null. In such a case the marginal cost curve would be composed 
solely of productive costs. Even so, falling marginal costs are 
compatible with profit. For the point of equilibrium is deter- 
mined by the point of intersection of the marginal cost curve, 
and the increment of aggregate demand curve. A halt is called 
to production at the point at which the net increment of cost 
rises above the net increment of recepts due to it. But if the 
demand curve is falling, the increment of net receipts due to an 
extra unit is less than the price per unit. If y, is the price per 
unit and 7 the elasticity of demand at the point of equilibrium, 
the increment of receipts falls short of the price by ae If the 
elasticity is equal to or less than one, there are no net receipts. 
It must be remembered that the particular demand curve with 
which the individual is confronted has a far greater elasticity 
than that of the market, since the products of competitors are 
available as substitutes; indeed, it approaches infinity as the 
organisation of the market approaches perfection. 

The statement that the marginal cost of production is, in 
equilibrium, equal to the price, less the price divided by the 
elasticity of demand, has universal applicability. Pure com- 
petition with a perfectly organised market is the special case 
in which elasticity is infinite, and the marginal cost of production 
is therefore equal to the price. 


1 Economic JouRNAL, June 1930, pp. 238-239. 


2 The increment of aggregate receipts is Aes) 
d(xy) _ ady _ y 
ye ae ee 
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Since the price exceeds the marginal cost of production by 


ft there is a possibility of profit. Receipts will exceed total 


prime costs if the gradient of the particular demand curve is 
greater than that of the average prime cost curve.! If z, is the 
average prime cost at equilibrium and K represents overhead 
cost plus a normal return to capital invested, profits in equilibrium 
will be super-normal or sub-normal according as 2(y,; — 23) 
exceeds or falls short of K. 

The adjoining diagram illustrates a position of equilibrium 
with normal profit and falling costs where marketing expenses 
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Fig. 1. 


are null. KCmn, KC, and LC,? represent marginal prime, total 
prime and total costs respectively. DD’ is the demand curve 
and DD” the increment of aggregate demand curve.’ @Q is the 


1 In equilibrium the marginal prime cost is equal to the increment of aggre- 
gate demand. If y, is the equilibrium price and z, the average marginal cost in 
equilibrium, ys) oo SE), 4.6. Yy + pt =2,+ a. Then y, > 42,, if 
~ > ~ or i.e. if the gradient of the particular demand curve is greater 
than that of the average prime cost curve. 

From the further condition of equilibrium that the increment of aggregate de- 
dry 1) _ d*(x2,) 

dz? dat? 


it can be deduced that — ays will be greater than — 1, and therefore that y, will 


x 
b ter th if dy _ dey Thus in the simple case of linear suppl 
e greater than 2,, 1 — a? Ta’ us in the simp pply 


mand curve falls below the marginal prime cost curve, t.e. that — 


and demand functions, y, must exceed 2. 
2 Economic JOURNAL, June 1930. 3 Tbid. 
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point of intersection of KCn and DD’. A perpendicular, QM, 
to the horizontal axis cuts DD’ and KC, at P and R. QM 
represents marginal cost and PM price. QR represents the 
excess of average over marginal prime cost, and PR the excess 
of price over average prime cost. If LC,, the total costs curve 
happens, as in the diagram, to intersect DD’ at P, normal profits 
are earned. 

The intention of the foregoing analysis has been to demon- 
strate the possibility of the law of decreasing costs co-existing 
with competitive equilibrium. To do this it had to be assumed 
either that there were competitive marketing costs, or that the 
market failed to be completely unified, so that a falling demand 
for the products of an individual firm was possible, or both. In 
the first case it was necessary to abandon the orthodox notion 
that the supply price can be appropriately regarded as a function 
of one variable, viz. quantity of output of the source, or, even as, 
in the manner of Professor Pigou, a function of two variables, 
viz. the quantity of output of the source and that of the whole 
industry. It must be regarded as also dependent on the state 
of demand. 

With either or both of these assumptions, the two main 
difficulties in the way of supposing equilibrium to be compatible 
with decreasing costs are overcome, viz. the difficulty that the 
equilibrium firm would be tempted to expand output, and the 
difficulty that the equilibrium firm would be making a loss. 


III 


The next question to be considered is how far this equilibrium 
can be regarded as a long-period one. It should be noted, how- 
ever, that orthodox theory does not even provide for a short- 
period equilibrium with decreasing costs. That is clearly a 
matter of importance for the analysis of the trade cycle. 

If a source is subject to decreasing costs, it must be producing 
at what is, from the productive point of view, less than the opti- 
mum rate. Is this consistent with long-period equilibrium ? 
Will it not be in the interest of sources in this condition to amalga- 
mate, and so to raise the output of some to a point of increasing 
costs, while putting others out of commission ? 

It was put forward above that sources subject to decreasing 
costs may be held in equilibrium by increasing competitive 
marketing expenses. These should be understood to include 
all costs involved in invading a competitor’s territory, and there- 
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fore to include the costs of transport. These costs form a part 
of the class of costs which rise per unit with an increase of out- 
put if the demand is constant, but depend on the intensity of 
demand in a given area. If the expansion of a source, a, is 
checked by the rising costs of transporting into b’s area, an 
amalgamation by which a received b’s goodwill would not reduce 
these costs, or, consequently make any expansion of a, ceteris 
paribus, profitable. If the population or the market is sufficiently 
sparsely spread, it may be cheaper from every point of view to 
have a larger number of sources than would be desirable if trans- 
port charges could be neglected, to have, that is, sources pro- 
ducing at less than their optimum rate. Concentration might 
bring economies on the productive side; but these would only 
be net economies if and when the market became denser. Thus 
an industry may be in long-period equilibrium with productive 
costs falling, whenever the rise in transporting costs attendant 
on greater concentration would alone suffice to make gross marginal 
costs rise as a result of the concentration. Such an industry may 
be in long-period equilibrium and subject to the law of 
decreasing costs. 

The rise in competitive marketing costs may be due to the 
more intensive salesmanship required, and not to higher transport 
charges. If it could be assumed that all firms were willing to 
lose their individual identity in the interest of long-period profit, 
then the equilibrium maintained by rising competitive salesman- 
ship costs could not be regarded as a long-period one. Individual- 
ism should probably be treated as an influence of lasting im- 
portance. It might be assumed, for the sake of argument, that 
errors of tenacious individualism are at all times and in all coun- 
tries likely to be offset by a frivolous inclination to rush into 
injudicious amalgamations. Such an assumption would con- 
stitute a pedantic refusal to take relevant factors into account, 
a parody of the proper use of the concept, economic man. Mr. 
Shove has made a further elaboration of this point unnecessary.! 
The period of the equilibrium maintained by the presence of 
these kinds of costs is a sufficiently long one. 


IV 


It remains to consider how far a condition of decreasing costs 
can be normal to certain industries. Must we content ourselves 
with saying that any industry may get into the condition of 
decreasing costs for short or long periods, but that such a con- 
1 Economic JouRNAL, March 1930. 
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dition does not arise out of the nature of any special class of 
industries? Must we abandon the expression “ increasing 
returns industries ”’ ? 

This topic must be divided into two parts: 1. Costs are 
rising in response to short-period increases in demand, but falling 
in response to long-period increases, if the plant of the equilibrium 
firm is being used up to capacity, but is constructed on less than 
the optimum scale. 2. Costs are falling in response to short- 
period increases in demand, if the plant of the equilibrium firm 
is not being used up to full capacity. 

1. Is there any general characteristic of an industry which 
is likely to lead to the result that the equilibrium firm has its 
plant constructed on less than the optimum scale? The presence 
of transport charges of appreciable importance or individualism 
or both must be assumed. By presence of individualism is meant 
that the pertinacious desire of firms to retain their individual 
identity prevails over the tendency to rush into injudicious 
amalgamations. The general characteristic may be stated 
simply: it is that, if technical improvements of a kind that 
involve a larger optimum source of supply are occurring, the 
rate of expansion of the optimum source of supply exceeds the 
rate of increase of the demand. Roughly, then, we may think 
of industries in which technical inventions make the optimum 
size of the source of supply increase rapidly as likely to be increas- 
ing returns industries. The decrease in cost will occur in this 
case in response to long-period, 7.e. sustained, rises in demand. 

2. Are there any industries in which decreasing costs in 
response to short-period rises in demand can be considered as 
normal? Prima facie the condition in which the plant of the 
equilibrium firm was working under capacity would seem to be 
peculiar to certain phases of the conjuncture. Who, it might be 
asked, would construct a plant the optimum capacity of which 
was in excess of the prospective normal demand? The objector 
to decreasing costs can be met even on this ground. If the 
prospective normal demand of the equilibrium firm is such that 
it will not absorb the optimum output of the optimum plant, 
it is probable that the firm will construct a plant the optimum out- 
put of which will exceed the prospective normal output. In this 
case the plant, when producing for the normal demand, will 
show decreasing costs. If a firm is considering the desirability 
of reconstruction and the proper scale of operations, the question 
which it asks is, not—What is the plant the optimum output 
of which the normal demand will absorb? but—What is the 








193 


pla 
If | 
inc 
cal 


all 
fat 
fre 
sh 


ar 
cr 
si 

















1931] THE LAW OF DECREASING COSTS 575 


plant with which the normal demand can be met most cheaply ? 
If an increase of scale provides substantial economies, such an 
increase may be desirable, even if full advantage of the economies 
cannot be taken. 

The truth of this can be very simply illustrated diagramatic- 
ally (Fig. 2). The cost of production may be represented by a 
family of parabolas, each of which shows the cost of any output 
from a plant of given size. The lowest point of the parabola 
shows the cost of the optimum output from its plant. The 
minimum point is supposed lower the larger the size of plant, 
and the locus of these points a curve falling smoothly for in- 
creasing values of x, the output. It is required to find the proper 
size of plant for any given prospective normal demand, x,. This 











Fig. 2. 


is the plant the parabola of which has of all the parabolas the 
lowest value for x,; x, units can be produced most cheaply from 
a plant of such a size. Plot a curve (see Fig. 2) the ordinate of 
which is equal to the lowest of the ordinates of all the parabolas 
for each value of x. Such a curve (the envelope) may be called 
the long-period productive cost curve, for it shows the cost of 
producing the normally required output 2, if that is properly 
foreseen. If, as we suppose, the equilibrium firm has its plant 
constructed on less than the optimum scale, the long-period pro- 
ductive cost curve is falling in the neighbourhood of equilibrium. 
The long-period productive cost curve must never intersect any 
parabola of the family, for if it did, it would for some value of x 
stand above the lowest value of one of the family. It follows that 
the long-period productive cost curve is for every value of x 
tangential to the parabola of the appropriate plant. But the 
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long-period productive cost curve has a downward gradient. 
The parabola of the appropriate plant has, therefore, also a 
downward gradient at the point of normal output. This 
means that when the demand for the output of a firm is 
precisely that which the firm had in mind in constructing its 
plant, the parabola showing the costs of that plant has a down- 
ward gradient for that output, and the plant is being worked 
at less than its optimum capacity. Consequently in normal 
times the output of this firm may be subject to decreasing costs 
in response to a short-period rise in demand,! and the rate at 
which costs decrease in the neighbourhood of normal is precisely 
equal to the rate at which costs decrease in response to a long- 
period rise in demand. 

The conclusions of this article may be briefly summarised. 

1. If competitive marketing costs are present, or if the equili- 
brium source is confronted with a falling demand schedule, com- 
petitive equilibrium is consistent with decreasing costs in the 
short period. To give a correct representation of the effect of 
competitive marketing costs, the orthodox supply schedule is 
inadequate. Supply price must be considered as a function 
of the state of demand as well as of output. If marginal costs 
other than competitive marketing costs are falling at equilibrium, 
the firm is subject to the law of decreasing costs in the short period. 

2. Profit is consistent with this equilibrium. 

3. Competitive equilibrium is consistent with decreasing 
costs in the long period also, if appreciable transport costs are 
involved, or if a spirit of individualism is prevalent among entre- 
preneurs. 

4. Competitive equilibrium with decreasing costs in the 
short and long periods may be regarded as normal to industries 
the rate of expansion in the optimum plant of which exceeds the 
rate of increase in demand. 

There has been no reference to the question of external 
economies. 

The considerations brought forward seem sufficient to estab- 
lish the legitimacy of the conception of increasing returns indus- 
tries. 

R. F. Harrop 
Christ Church, 
Oxford. 
1 It is not possible to say that the output is subject to decreasing costs in 


response to a short-period rise in demand, since the parabola is a total costs curve 
and rising marginal are consistent with falling total costs. 














THE RESULTS OF THE 1928 NEW ISSUE BOOM 


THE year 1928 was notable for the buoyancy of the London 
market, prices generally showing a rising tendency. During 
this period no fewer than 283 new issues of ordinary, preferred, 
and deferred shares, and of industrial debentures, were brought 
out on the market. (Home, Foreign & Colonial, Government 
and Corporation Bonds, as well as shares introduced privately, 
have been excluded from this inquiry.) A large number of the 
above commercial issues were, however, undertaken by promoters 
of one kind and another whose flotations proved wholly unsound. 
The trade of the companies concerned varied from automatic 
machines of all varieties to colour photography-and artificial 
silks. Under the stimulus of the boom in stock prices the public 
subscribed all too readily to these new companies, with the results 
shown in the following figures : 


1. Total capital subscribed in 1928 as between 
ord., pref., def. shares and debentures for 
284 companies . : : : . £116,803,700 
Total market value of the capital subscribed 
as at May Ist, 1931 (where ascertainable). 68,133,600 





1 Net capital depreciation as at May Ist, 1931 £48,670,100 





-_— ASO 
= 42%, 


On this basis the depreciation suffered by the investor between 
1928 and 1931 on the above subscribed capital of £117 millions 
is shown to be £48-7 millions, equal to 42 per cent. on the amount 
originally invested. 

The above figures are all-inclusive. That is, the £50 millions 
net capital depreciation has been arrived at by calculating not 
only the decline in market value of the shares of those companies 
still in existence and operating, but also by including the capital 
sums definitely and irrevocably lost through the winding up 
of concerns floated in 1928. This, therefore, is effective loss, 
and shown as such, but is not quite accurately described by 

1 J.e. after allowing for appreciation on those shares which have risen in 
value. Among these the Ford is a conspicuous item, accounting alone for 


£5 millions capital appreciation. For this reason the above figures are repeated 
on the next page with the exclusion of the Ford item. 
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“ depreciation.”” The results obtained in this connection were as 
follows : 


(a) 62 companies floated in 1928 and included 
in the above total are now wound up, 
the subscribed capital thus lost amount- 
ing to. : é ; : . £13,702,150 
(b) 45 companies with a subscribed capital of . 10,430,025 
have no ascertainable value. 
(c) 4 companies with a subscribed capital of . 1,299,125 
could not be estimated because the 
shares are held privately. 


111 companies £25,431,300 


In the cases of certain Companies included under ‘‘a” above, 
however, something may be saved from the wreckage and a 
partial capital repayment made to shareholders from the realisa- 
tion of the assets. Six of the Companies floated in 1928, which 
came early to grief, have since been reconstructed, original share- 
holders receiving a small shareholding interest in the recon- 
structed enterprise. But as it is impossible to determine 
accurately the value of these residua—constituting in any case 
only a small proportion of the cash originally subscribed—they 
are ignored for the purposes of this investigation. 

2. In order to avoid giving a distorted picture of those con- 
cerns which had at any rate continued their operations, we give 
the following figures which show the depreciation on the shares 
and debentures, floated in 1928 which are still quoted and dealt 
in on the Stock Exchange : 


Capital subscribed during 1928 for issues still in 


existence and with an ascertainable value . £91,271,900 

Market value as at May Ist, 1931 , : . 68,133,600 

Net capital depreciation . ' . : . £23,138,300 
= 35%, 


3. As already pointed out, the Ford Company has proved a 
striking exception to the general rule. Furthermore, on account 
of its magnitude (capital appreciation almost £5 millions), its 
inclusion tends somewhat to falsify the picture, since the appre- 
ciation on its shares more than outweighs the depreciation on 
25/50 small flotations of the kind which it is so desirable to see 
prevented in the future from coming into existence. In conse- 
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Pustic IssuEs 1928. 


(Excluding all Bond Issues.) 


RESULTS OF THE 1928 NEW ISSUE BOOM 








Date. 





April 


11 
16 


16 


























Nominal Value. 
Total Market 
Name. —. Ord. and Cash Value, 
and + De- Defd. Subscribed. | May, 1931. 
bentures. Shares. 
Buenos Aires Central Rly. £1,000,000 £987,000 £572,500 
Bolsom Bros., Ltd. 85,000 £17,000 102,000 43,400 
East Metropolitan Brick Works. 120,000 6,000 126,000 Wound up 
Grand Buildings. $625,000 603,125 | Privately held 
Safetex Safety Glass. 175,000 8,750 183,750 | Wound up 
United British Steamship Co. 300,000 300,000 60,000 
English & New York Trust. 729,970 729,970 584,000 
Yeast-Vite, Ltd. 300,000 300,000 240,000 
1928 Investment Trust. 1,250,000 1,250,000 1,000,000 
Anglo-Java Rubber & Produce Co. $1,000,000 360,000 2,080,000 540,000 
London Border & General Trust. 1,500,000 1,500,000 750,000 
Beechams Pills. 000 75,000 1,075,000 870,000 
9 
United Picture Theatres. (iis a0 447,250 227,000 
Financial Times. 1,000,000 1,000,000 875,000 
The British & Colonial Furniture Co. 400,000 400,000 260,000 
Crystalate Gram. Record Mfg. 100,000 50,000 150,000 200,000 
International Tea Company’s Stores. 850,000 4,250,000 3,740,000 
on 
Dominion Theatre, Ltd. 2oo oot = 256,250] — _133,300 
’ 
Debenhams Securities, Ltd. 2,000,000 2,000,000 1,300,000 
Cellulose Acetate Silk Co., Ltd. Maemo} 1,045,000 106,875 
J 
Provincial Cinematograph Theatres. 853,429 853,429 725,000 
British & German Trust, Ltd $750,000 693,750 644,000 
British & Dominions Film Corp. 220,000 11,000 231,000 27,500 
Redeemable Securities Inv. Trust. 200,000 200,000 140,000 
Rennes Artificial Silk Co., Ltd. 120,000%} 132,000 | No price 
“> 
Stewarts & Lloyds S. Africa, Ltd. 300,000 800,000 302,500 
Jenson & Nicholson, Ltd. 200,000 200,000 75,000 
Bird & Co. (Africa), Ltd. $100,000 100,000 75,000 
Ascot Motor & Mfg. Co., Ltd. 250,000 57,500 307,500 | Wound up 
International Brick Co. 150,000 15,000 165,000 No price 
Northcliffe Newspapers, Ltd. $3,000,000 2,970,000 2,850,000 
Welsh-Pearson-Elder Films, Ltd. 170,000 8,500 178,500 6,410 
London Power Co., Ltd. 4,000,000 3,900,000 4,100,000 
North British Artificial Silk, Ltd. 345,000 17,250 362,250 No price 
The National gg} ra Transport Co. 200,000 100,000 325,000 440,000 
Anglo-Oriental Corp., 880,000 55,000 1,034,000 523,600 
Broughton Copper Works (1928), Ltd. 425,000 63,750 552,500 119,375 
United Motor Finance Corp., Ltd. 400,000 400,000 285,000 
Investors Trust Assoc., Ltd. 750,000 750,000 562,500 
Sunlight Laundries, Ltd. 225,000 22,500 247,500 226,000 
Mambré Estates, Ltd. 760,000 58,200 
The Carlton Shoe Co., Ltd. 80,000 80,000 8,000 
Velocium, Ltd. 150,000 100,000 250,000 | Wound up 
Chez Taglioni Restaurant, Ltd. 37,500 7,500 45,000 | Wound up 
9 
General Theatre Corp., Ltd. Licttis an 3,387,500 2,250,000 
Dominion Gramophone Records. 100,000 10,000 110,000 | Wound up 
Westminster City Properties. 300,000 30,000 330,000 11,250 
Worksop Tile & Refractories, Ltd. 175,000 175,000 | Privately held 
Vocalion (Foreign), Ltd. 120,000 120,000 1,000 
British Screen Productions, Ltd. poy ts 125,000 | Wound up 
Gramophone Records, Ltd. { 20-000F 220,000 | Wound up 
Splintex Safety Glass, Ltd. 160,000 8,000 168,000 12,000 
Beau Brummel, Ltd. 80,000 bese 128,000 3,000 
Evos Doorways, Ltd. ae 000y 315,000 | Wound up 
Lex Garages, Ltd. 150,000 7,500 157,500 88,500 
Electramonic Co., Ltd, 75,000 25,000 100,000 | Wound up 
British Booklet Matches. 97,500 97,500 No price 
British Acetate Silk Corp., Ltd, Ao o00y| _1+485,000 17,800 
Power Invest. Corp. 739,250 739,250 362,000 
Kit-Cat Restaurants, Ltd. 80,000 30,000 110,000 | Wound up 
Denman Picture Houses, Ltd. $2,000,000 1,980,000 1,800,000 
Latin American Invest. Trust. 500,000 500,000 No price 
Carried forward ...| £27,695,929 | £11,625,720 | £43,318,724 | £27,107,510 




















t Subsequently reconstructed. 
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Posuic Issues 1928—continued. 
Nominal Valne. 
bide - "Pref. a a a Total Market 
® ame. Shares Ord. and Cash Value. 
and + De- Defd. Subscribed. | May, 1931. 
bentures. Shares. 

April Brought Forward ...| £27,695,929 £11,625,720 | £43,318,724 | £27,107,510 
18 | Dulcetto-Polyphon, Ltd. 150,000 7,500 157,500 44,000 
23 Phosphorine, Ltd. 400,000 400,000 198, 000 
23 Full-Fashioned Hosiery, Ltd. 125,000 6,250 131,250 37, "500 
25 Advance Laundries, Ltd. 260,000 52,000 312,000 214,500 
25 | Amalgamated Wallpaper Mills, Ltd. Me e00e 206,800 47,000 
26 Madame Tassaud’s. 219,800 10,990 230,790 240,700 

< Reliance Rubber Wear. 66,500 13,300 79,800 | Wound up 

May 

1 S.D.H. Pianos, Ltd. 150,000 15,000 180,000 No price 
2 Goodson Gramophone Record Co. 120,000 120,000 | Wound up 
2 Solidol Chemical, Ltd. 75,000 7,500 82,500 7,500 
3 British & European Timber Trust. 400,000 200,000 600,000 No price 
9 Thos. W. Ward, Ltd. 125,000 375,000 500,000 356,250 
9 Hield Brothers, Ltd. 167,200 8,360 175,560 143,400 
9 | Gainsborough Pictures, Ltd. {710'000 210,000 75,000 
14 | Abbots Investment Trust. 500,000 500,000 325,000 
14 Yorkshire Artificial Silk. 225,000 45,000 270,000 | Wound up 
15 | Transparent Paper, Ltd. 265,000 13,250 278,250 59,300 
15 Milletts Stores, Ltd. 150,000 7,500 157,500 93,750 
16 | Industrial Rubber Manufacturers. 125,000 12,500 137,500 | Wound up 
16 | Grape Produce, Ltd. 100,000 10,000 110,000 1,700 
21 | Ludwig Blattner Picture Corp. 180,000 9,000 189,000 No price 
21 Standard Wood Pulp Co. 200,000 200,000 20,000 
21 | Property & General Finance Corp. 125,000 12,500 137,500 | Wound up 
21 | Automatic Equipments, Ltd. t3°500y 75,000 | Wound up 
22 | British & Foreign Films. 200,000 200,000 No price 
22 Steel Ceilings, Ltd. 40,000 40,000 20,000 
22 | Cakebread, Robey & Co., Ltd. 100,000 15,000 122,500 135,000 
23 | Grosvenor House (Park Lane). $800,000 780,000 744,000 
2 Alvis Car & Engineering Co. 100,000 12,500 115,000 38,900 

3 31 Underground Electric Rlys. 4,000,000 3, 840, 000 4,080,000 

une 
P : m . ‘ 134,250 : ‘ 

4 alatine Industrial Finance Co. 33°560} 174,525 No price 

6 United Molasses Co., Ltd. 1,000,000 1,000,000 400,000 

7 Walters ‘‘ Palm ’’ Toffee. 120,000 12,000 132,000 32,000 
ll Sternol, Ltd. 150,000 150,000 60,000 
11 | Petroleum Storage & Finance Corp. ryt} 204,750| 301,750 
11 “Nonn,”’ Ltd. 100,000 6,000 105,000 No price 
11 | Bolivia Trading Corp., Ltd. 50,000 50,000 No price 
12 Richard Johnson & Nephew, Ltd. 300,000 300,000 225,000 
12 | Far Eastern Photomaton Corp. 400,000 50,000 390,000 No price 
13 | Cliftophone Records, Ltd. 150,000 15,000 165,000 No price 
14 Retail Trade Securities, Ltd. 700,000 1,155,000 | Wound up 
14 | Picture Gramophone Records. 90,000 4,500 94,500 | Wound up 
14 | Raylock Fabrics, Ltd. 75,000 7,500 82,500 No price 
18 | Consolidated Tin Mines of Burma. 350,000 350,000 52,500 
18 | British Cavity Brick & Tiles Works. 210,000 105, 7000 315,000 No price 
18 Nipah Distilleries of Malaya. 152, 500 152,500 15,250 
18 | Second Broadmount Trust, Ltd. 150,000 15,000 165,000 No price 
19 | Scottish Power Co., Ltd. 600,000 780,000 840,000 
19 | Photomaton (Lane. & Mid. ), Ltd. 250,000 250,000 No price 
19 William Bernstein (Furriers), Ltd. to'ouoy 90,000 11,600 

, 

20 | Anglo-French Banking Corp. 1,210,000 1,210,000 847,000 
20 Melbourne, Hart & Co., Ltd. 120,000 120,000 90,000 
20 Falk, Stadelmann & Co., Ltd. 450,000 112,500 573,750 565,300 
21 Union Cinema Oo., Ltd. 170,000 34,000 204,000 34,000 
2 Baird International Television. 250,000 300,000 No price 
25 Hickson, Lloyd & King, Ltd. 125,000 125,000 250,000 114,500 
25 | Metropolitan Cinema Invest. Corp. 130,000 19,500 149,500 32,400 
25 Mead, Ltd. 80,000 80, 000 Wound up 
26 | Acetex Safety Glass. Ms'o00y| 165,000 23,525 
26 | Keystone Knitting Mills, Ltd. 133,00} 146,300 14,500 
26 | Waste Food Products. “eo 110,250 | Wound up 
27 Southern Stockholders Invest. Trust. 1,000,000 1,000,000 700,000 
27 Palmerston Investment Trust. 197,500 197,500 118,500 
27 Geo. Adlam & Sons. 100,000 5,000 oo 000 71,600 
28 | Abford Estates, Ltd. | 300,000 95,500 303,000 

Jul 
> Royal Mail Steam Packet Co. +2,000,000 1,980,000 560,000 

Carried forward ...| £41,994,429 |£20,394,783 | £66,854,749 | £39,421,426 








+ Subsequently reconstructed. 
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1931] RESULTS OF THE 1928 NEW ISSUE BOOM 
Pustic Issues 1928—continued. 
Nominal Value. 
Pref Total Market 

Date. Name. Sh Ame Ord. and Cash Value. 

Defd. Subscribed. | May, 1931. 
and ¢ De- Shares 
bentures. ‘ 

July Brought Forward .../£41,994,429 |£20,394,783 | £66,854,749 | £39,421,425 
3 | Amalgamated Fruiterers. ere 123,750 16,875 
3 Massey’s Burnley Brewery. 175,000 175,000 371,875 192,500 
3 | Cavendish House (Cheltenham). 150,000 15,000 165,000 165,000 
3 Scottish Amalgamated Silks. 925,000 370, 000 1,295,000 | Wound up 
5 Bermuda Traction, Ltd. $380,000 380,000 No price 
5 | Towles (1928), Ltd. 200,000 20,000 220,000 125,000 
7 Midland Caledonian Inv. Trust. 500,000 500,000 187,500 
9 Timothy Whites, Ltd. 1,000,000 50,000 1,050,000 950,000 
9 National Sun Ray & Health Centres. 00 6,000 66,000 | Wound up 
9 British Benzol & Coal. Dist). 200,000 ,000 220,000 16,600 
9 | Richings Park Estate. 300,000 aT 500 695,000 243,625 

10 | Rubens-Rembrandt Assoc. Hotel. +200,000 205, 000 405,000 313,000 
10 | H.& G. Simonds, Ltd. $350,000 350,000 360,500 
12 | Financial Newspaper Propr. 525,000 525,000 157,500 
16 | Gilstrap, Earp & Co. 500,000 31,250 562,500 505,020 
16 Bovis (1928), Ltd. 125,000 6,250 131,250 170,000 
16 O-Cedar Consolidated Trust. 200,000 210,000 25,000 
16 | Theatre Securities, Ltd. 100,000 100,000 225,000 No price 
17 British Phototone, Ltd. 100,000 100,000 | Wound up 
18 | Brynymor Steamship Co. 20,000 50,000 70,000 5 

19 Duophone (Foreign), Ltd. 137,500 137,500 | Wound up 
19 | Charles Finegold, Ltd. 100,000 25,000 125,000 | Privately held 
2 Algoma Pulp Paper & Dock Co. 350,000 35,000 385,000 No price 
23 | Savoy Gramophone Records, Ltd. 147,500 147,500 | Wound up 
24 | Alliance Artificial Silk Co. 1,170,000 x, 170, 000 734,000 
24 | Amer. & Dominions Unbreak. Records. 790/000 220,000 | No price 
25 | Electramonic (Foreign Rights), Ltd. 60,000 80,000 No price 
30 | Belgian Finance Co., Ltd. 500,000 500,000 No price 
30 Robinson & Pickford, Ltd. 100,000 75,000 175,000 117,500 
31 | Linen & Art Silk, Ltd. 144,000 57,600 201,600 | Wound up 
31 | Hispano-Suiza Motors, Ltd. 77,500 77,500 | Wound up 

Aug. 

1 | British Celanese, Ltd. 2,000,000 2,000,000 600,000 
1 French Phototone, Lid. 150,000 150,000 No price 
Mi Trans-Oceanic Trust, Ltd. 500,000 506,250 425,000 
1 World Echo Records, Ltd. 56,250 56,250 | Wound up 
2 | Consolidated Fur Farms. 130,000 130,000 | Wound up 
13 | Totalisators, Ltd. 200,000 200,000 200,000 
Sept. 
10 | Poso-Graph Parent Corp. 135,000 135,000 | Wound up 
17 | Wireless Pictures, Ltd. 155,000 155,000 | Wound up 
18 Edison Bell International, Ltd. 225,000 225,000 20,000 
21 | Ribble Motor Services. 200,000 200,000 220,000 
24 | Initial Services, Ltd. 400,000 5,000 405,000 487,500 
24 | Decca Coane - 160,000 396,000 | Privately held 
25 | Gamages(W. E.), L 375,000 125,000 500,000 25,000 
25 Continental & To anctrial Trust. $1,000,000 885,000 885,000 
26 | John Lewis & Co., Ltd. 750,000 750,000 769,000 

Oct. 

1 Colour Snapshots, Ltd. 150,000 150,000 No price 
1 | Solidol Chemical (France). 150,000 150,000 18,750 
1 Streatham Hill Playhouse. +100,000 20,000 130,000 90,000 

1 | London Malayan Tin Trust. 49,000 1,249,000 No price 
2 Photo-Matik Portraits. 60,000 60,000 | Wound up 
3 | Itonia Gramophone, Ltd. 50,000 10,000 60,000 22,500 
8 | Whitworth & Mitchell, Ltd. 500,000 1,375,000 1,100,000 
8 | Acetate Products Corp. a3 000 525,000 12,500 
8 | Symphony Gram. & Radio Co. 175,000 175,000 | Wound up 
8 | Tor Investment Trust. 50,000 50,000 106,250 115,500 
8 European & General Finance Corp. 400,000 420,000 55,000 
9 Wiggns Teape & Alex. Pirie. 350,000 350,000 350,000 

10 The Bullman Machine Oo., Ltd. 100,000 20,000 120,000 No price 
10 | Dutton’s Blackburn Brewery. 240,000 400,000 660,000 412,000 
12 | Third Guardian Trust. 7 00, 000 700,000 525,000 
15 | Anglo-Foreign Pulp Co. 240,000} 399.900 | Wound up 
15 Leethems (Twilfit), Ltd. 187,500 187,500 375,000 375,000 
15 Paper Industries, Ltd. 240,000 12,000 252,000 189,000 
15 | Dominion Gram. Records (Foreign). 80,000 16,000 96,000 | Wound up 

15 | Corona Wines, Ltd. 150,000 150,000 No price 
16 Mersey Power Co., Ltd. 400,000 400,000 440,000 

16 Celebritone, Ltd. 90,000 90,000 No price 
16 Hickman (1928), Ltd. 70,000 7,000 77,000 10,500 
16 Prices, Tailors, Ltd. 250,000 12,500 262,500 231,000 
Carried forward ...| £54,750,929 |£32, 282,383 | £92,665,474 | £51,283,795 

+ Subsequently reconstructed. 
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Pustioc Issues 1928—continued. 
Nominal Value. 
Pref Total Market 

Date. Name. Staves Ord. and Cash Value, 

Defd. Subscribed. | May, 1931. I 
and + De- Shares. 
bentures. : 

Oct. Brought Forward ...|£54,750,929 |£32,282,383 | £92,665,474 | £51,283,795 
17 Orchorsol Gramophones, Ltd. 76,500 76,500 | ¢Wound up 
17 Turner Automatic Machines, Ltd. 175,000 175,000 13,750 
17 Photo-Matik Foreign Corp. 60,000 60,000 | Wound up 
17 Victoria Gramophones, Ltd. 100,000 100,000 | Wound up 
17 | Joshua Tetley & Son, Ltd. $500,000 487,500 500,000 
17 Polikoff, Ltd. 150,000 15,000 165,000 2,500 
18 Saxone Shoe Oo., Ltd. 375,000 375,000 412,500 
18 | British Tintex & Dye Products. 145,000 145,000 4,850 
18 | Mid-European Corp., Ltd. $1,000,000 940,000 910,000 
22 | Tocuyo Oilfields of Venezuela. 1,500,000 1,500,000 187,500 

9 
22 | Blue Bird Petrol, Ltd. eye 252,200 | Wound up 
5 
22 | United Match Industries, Ltd. 150°000y 157,500 24,375 
22 Colour Snapshots (Foreign), Ltd. 140,000 140,000 | +Wound up 
22 | Mcllroys Stores (Hanley), Ltd. 125,000 125,000 75,000 
22 Baldwins, Ltd. $1,000,000 965,000 965,000 
23 Mortimers (London), Ltd. 75,000 15,000 90,000 No price 
24 | Haslam & Newton. 250,000 50,000 300,000 106,250 
24 | Acetate & Acetate Products. 100,000 100,000 No price 
24 | Alaska Gold Dredging. 200,000 200,000 | Wound up 
25 Recordaphones, Ltd. 150,000 15,000 165,000 | Wound up 
25 | Posograph Distributing Co., Ltd. 150,000 166,000 | Wound up 
26 Barker & Dobson, Ltd. 150,000 157,500 123,750 
27 | Textile Industrial Trust. $500,000 500,000 975,000 | Wound up 
29 Friary Holroyd & Healy’s Brewerics. 410,430 779,817 574,602 
29 Duncan, Tucker, Ltd. 125,000 12,500 137,500 68,750 
29 | John Gardner (London), Ltd. 100,000 20,000 120,000 94,000 
29 Buckingham Brick & Tile Co. 145,000 145,000 | Wound up 
29 Victoria Property & Comm. Trust. 200,000 20,000 230,000 | No dealings 
30 | Continuous Gramophones, Ltd. 138,750 138,750 No price 
30 Seagoing Factories, Ltd. 130,000 6,500 136,500 | Wound up 
30 Whittaker Automatic Looms, Ltd. 65,000 13,000 78,000 No price 
30 Sporting Times, Ltd. 80,000 80,000 | Wound up 
31 | Coventry Gauge & Tool Co. 73,000 73,000 36,000 
31 W. Barratt & Co., Ltd. 215,000 43,000 258,000 292,250 
Nov. 700,000 
British Netherlands Art. Silk. “70°000 770,000 | Wound up 
5 Auto Portraits, Ltd. 100,000 100,000 No price 
5 | City & Provincial Trust. 97,000 98,400 | Wound up 
5 Selected Investments Trust. 100,000 110,000 50,000 
6 Henlys (1928), Ltd. 150,000 37,500 187,500 24,300 
6 Hackney Furnishing Oo., Ltd. 250,000 125,000 375,000 106,250 
6 Mayfair Electric Gramophones. 95,000 95,000 | Wound up 
7 Universal Gram. & Radio Co. 140,000 140,000 14,000 
7 Lancegaye Safety Glass. 115,000 115,000 19,000 
12 George Hodsman & Sons, Ltd. 160,000 16,000 176,000 40,000 
12 James Booth & Co. 160,000 160,000 184,000 
13 | Anty-Sag Parent Co., Ltd. 100,000 100,000 | + Wound up 
14 Ever-Ready Trust & Finance Co. 500,000 500,000 225,000 
14 | Mulliners (Holdings), Ltd. 150,000 15,000 165,000 22,500 
14 Anti-Dazzle Screens (Canada), Ltd. es 40,000 40,000 | Wound up 
16 Guardax Safety Glass, Ltd. 80,000 80,000 | Wound up 
19 Whitworth Finance & Mining Corp. 200,000 10,000 210,000 No price 
19 Matchless Motor Cycles, Ltd. 140,000 186,666 84,000 
19 Tri-Chrome Photos & Films, Ltd. 150,000 160,000 | +Wound up 
21 London General Cab Co., Ltd. 125,000 125,000 25,000 
23 Maidstone & District Motor Services. 200,000 200,000 224,600 
26 | Antwerp Oil Wharves, Ltd. 150,000 150,000 75,000 
26 | Radium Springs, Ltd. 200,000 20,000 220,000 No price 
26 Aeonic Radio, Ltd. 115,000 115,000 No price 
26 United Picture Theatres, Ltd. 225,000 225,000 22,500 
27 Ciro Pearls (Holdings), Ltd. 150,000 37,500 202,500 165,000 
27 British Radio Gram, Co., Ltd. 50,000 5,000 55,000 No price 

= Super Automatic Machines, Ltd. 72,750 72,750 8,613 

ec. 
3 Fremlins, Ltd. 350,000 350,000 700,000 805,000 
"9 5 
3 | Blue Bird Petrol (Foreign), Ltd. 7 57'500 405,000 | Wound up 
8 | Industrial Finance & Invest. Corp. 500,000 149,980 750,000 643,500 
3 | Permanent Reproductions, Ltd. 135,000 135,000 | Wound up 
4 Wyndhams Marine Patents, Ltd. 90,000 90,000 11,250 
4 Odhams Press, Ltd. $500,000 495,000 510,000 
4 Pearl Automatic Machines, Ltd. 70,000 70,000 | Wound up 
5 
4 | Clayton Dewandre Co., Ltd. r mon 183,750 70,050 
, 
4 Margate Estates, Ltd. +100,000 100,000 90,000 
Carried forward ...| £63,080,929 |€41,560,043 |£110,711,607 | £59,094,435 
¢ Subsequently reconstructed. 
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Nominal Value. 











Pref Total Market 

Date. Name. chases Ord. and Cash Value. 
na + Pas Defd. Subscribed. | May, 1931. 

— bentures. Shares. 

Wan Brought Forward ...|£63,080,929 |£41,560,043 | £110,711,607 | £59,094,435 
6 | Nuttall’s Breweries, Ltd. bey 594,000 594,000 
10 | Joseph May & Sons (Lecds), Ltd. 152,000 152,000 159,600 
10 | Symphony Gram. & Radio Co. (Foreign) 125,000 125,000 | Wound up 
11 | Ford Motor Company, Ltd. 2,800,000 2,800,000 7,700,000 
12 Anglo-Scottish Securities, Ltd. 62,500 325 78,000 | Wound up 

12 | Universal Refrigerators, Ltd. 100,000 100,000 No price 

13 | Dependable Upholstery, Ltd. 70,000 14,000 84,000 No price 
17 Blue Bird Holdings, Ltd. 750,000 750,000 | Wound up 
17 | Oceana Consolidated Co., Ltd. 237,500 316,600 20,570 

17 British Automatic Gram. Co., Ltd. 200,000 200,000 No price 
17 ** Phantestra,’’ Ltd. 140,000 140,000 | Wound up 

17 | Amalgamated Tobacco Trust. 125,000 12,500 137,500 No price 
19 | Filmophone, Ltd. 100,000 40,000 140,000 80,000 
19 Home & Foreign Investment Trust. 500,000 475,000 485,000 

Totals .../£64,690,429 |£45,985,293 |£116,803,707 

















£68,133,605 











No. 164.—vou. XLI. 


+ Subsequently reconstructed. 


Outstanding capital as above (No. 1), exclud- 
ing the Ford Motor Company issue . 
Market value May Ist, 1931 


Net capital depreciation 


4. Outstanding capital as above (No. 


ing the Ford Motor Company issue . 
Market value May Ist, 1931 


Net capital depreciation 


N.B.—While the above information has been taken from sources believed to 
be reliable, no responsibility can be accepted for any errors which may appear in 
the tables. 


quence, the above results are tabulated once more, with the 
exclusion of the Ford Motor Company issue : 


£113,903,200 
60,433,600 





£53,469,600 





= 47%, 


. £88,471,900 
60,433,600 


2), exclud- 





£28,038,300 





= 32% 











REVIEWS 


Modern Currency and the Regulation of tts Value. By Epwin 
Cannan. (P.S. King. Pp. 128. 5s.) 

Ir is Professor Cannan’s special mission at critical moments 
to place before the public in readily assimilable form that portion 
of economic doctrine which is needed to save them from the 
consequences of whatever folly obsesses them for the time being. 

In this book he sets out to protest against the “ undue limi- 
tation of currencies.” ‘‘ By their present policy of rapidly 
accumulating gold in their central banks the gold-standard coun- 
tries are raising the value of gold”’ (p. 65). If they “ increase 
their fiduciary currencies, thereby reducing the value of their 
currencies and making the fixed prices of gold less favourable 
to bringing it in and more favourable to taking it out . . . gold 
and the gold-standard currencies must inevitably fall in value 
together and simultaneously ” (p. 67). 

Professor Cannan approaches this conclusion by way of three 
chapters which are designed as a highly compressed elementary 
text-book on currency and currency standards and on the value 
of a gold-standard currency. He has, in fact, been so preoccupied 
with making the fundamental principles clear to the plain man, 
that he has left himself very little space to develop his main 
position. He omits to mention any injurious consequences of 
the raising of the value of gold. And he omits to trace in detail 
the process by which an increase in fiduciary currencies will 
reduce the value of the currencies. 

He relies on the “ quantity theory of currency ” to convince 
the plain man that an increase in the currency will bring about 
an increase in the price level. But in this book the quantity 
theory has shed its subtleties; it no longer states (as in Pro- 
fessor Cannan’s earlier book, Money) that the elasticity of demand 
for money is unity, or elaborates the qualifications subject to 
which that principle is true. Professor Cannan is now content 
to say that “increases in the quantity of currency . . . must 
tend to diminish the value of the units of account embodied in 
the currency,” without suggesting any definite law relating the 
increase in quantity with the diminution of value. His aim is, 
no doubt, to make the path easy for the plain man. 
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But one cannot help doubting whether the plain man will be 
satisfied. Undoubtedly he wants to hear as little as possible 
of the quantity theory. But he probably would like to know a 
little more of the actual sequence of events by which an 
increase in fiduciary currencies will in practice lead up to a rise 
of prices. 

Suppose the fiduciary issue of the Bank of England to be 
increased by £15,000,000; what is the result? Securities to 
the amount of £15,000,000 are transferred from the Banking 
Department to the Issue Department, and notes to the value of 
£15,000,000 take the place of the securities in the Banking 
Department. What has been accomplished? Nothing. 

It is true that the “‘ monetary experts ”’ who are pilloried by 
Professor Cannan among “ obstacles to improvement ”’ because 
they believe that the price level is affected by bank rate, might 
go on to say that the Bank of England would then try to expand 
credit, and that the joint-stock banks in turn would lend more 
freely till the additional notes went out into circulation. But 
here Professor Cannan cannot follow them. If there is, in his 
eyes, any ‘“ obstacle to improvement ”’ more pernicious than the 
bank-rate theory of prices it is the bank-deposit theory of prices. 
That is the theory that “a credit balance at a bank is ‘ purchasing 
power,’ and therefore if the total of such balances increases, 
aggregate purchasing power in the sense of power to spend money 
on goods and services is increased ”’ (p. 90), or that the mass of 
“bank money” or “credit ” “‘ must be added to the total of 
the currency (of notes and coin) whenever variations in the 
quantity of money are being thought of as influencing prices ” 
(p. 88). 

Will not the plain man be left wondering how the additional 
notes are ever going to get into circulation at all ? 

Perhaps Professor Cannan will urge that the Bank of England, 
when it lends or buys securities, could hand out notes instead 
of paying by cheque. Probably the recipient of the notes would 
think he was being made the victim of a practical joke. Of 
course he could not refuse to take the notes. But equally of 
course he would immediately deposit them in his bank, and the 
bank, in turn, would deposit them in the Bank of England. In 
fact, Bank of England notes in practice pass into circulation 
only through the medium of bank deposits. 

Professor Cannan’s abhorrence of the inclusion of bank de- 
posits in the quantity theory is all the more curious in that he 
starts his book by defining “money ” to include “ money in 
QQ2 
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the bank,” in contradistinction from ‘currency,’ which he 
limits to notes and coin. 

Needless to say, his criticisms of the bank-deposit theory of 
prices are pertinent and acute. Professor Cannan’s criticisms 
always are, and all the more so when he is on the war-path. It 
is extremely difficult to draw a clear line of demarcation between 
those bank deposits which are ‘‘ money ” and those which are 
more properly regarded as investments. Overdrafts are a com- 
plication. The velocity of bank deposits varies more than that 
of currency, because bank deposits can be more conveniently 
held idle and can earn interest. 

But these criticisms can all be satisfactorily met, and to 
formulate monetary theory under modern conditions in terms 
of notes and coin, is as misguided as to explain modern transport 
in terms of horse-drawn vehicles. We can treat bank credit 
as a substitute for currency, and we can treat railway trains and 
motor cars as substitutes for horses and carts. But we shall 
handle both subjects more easily if we think of mechanical trans- 
port as the principal means of locomotion and of bank credit as 
the principal means of payment. 

This eccentricity in Professor Cannan’s exposition of his 
subject is unfortunate. Having led the way with so much skill 
through the theoretical preliminaries, he will forfeit the con- 
fidence of the plain man when he starts raging against the in- 
trusion of credit into the scheme of things. That he should fail 
to convince would be a pity, for the actual measures he advocates 
are such as the economists and experts he denounces most furiously 
would cordially commend. R. G. HAawTREY 


Secular Movements in Production and Prices. By Stmon S. 
Kuznets. (New York: Houghton Mifflin Co. Pp. 536. 
$3-50.) 

Economic Rhythm. By Ernst WacrmMAnn. (McGraw Hill Co. 
Pp. 287. 15s.) 

‘THESE two books are typical products of latter-day empiricism. 
The authors have set out to analyse masses of statistical material 
with a view to disclosing tendencies and uniformities. Their 
results are often interesting and suggestive, but they are too 
preoccupied with the mere handling of the figures to pay more 
than a rather superficial attention to the theoretical and historical 
side of the events they deal with. 

Dr. Kuznets starts from the assumption that the progress 
of any industry over a long period (several generations) will tend 
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to conform to a certain algebraic function or curve. “ Industries 
reveal a retarded growth or, in mathematical terms, a declining 
rate of percentage increase.” He has to find a curve which 
exhibits a declining rate of percentage increase, and which de- 
scribes an output growing from zero to a finite level of maximum 
size. More particularly it must “‘ show the changes in absolute 
increase as dependent upon the stimulating influence of size of 
output and the retarding influence of the approach to the limit ” 
(p. 64). Dr. Kuznets finds what he seeks in the “ logistic curve,” 
y= Lf. -E et be 

An alternative is the curve, y = ae’” 

If progress normally conforms to the selected curve, then 
any deviation from the curve becomes an event requiring an 
explanation, and the main purpose of Dr. Kuznets’ analysis is 
to reveal such deviations in the case of a variety of industries in 
the more important countries. 

The method is an elaboration of the familiar process of eliminat- 
ing trend. But it is not very clear that the elaboration is an 
advantage. Cyclical movements are shown in the yearly de- 
viations, and longer-period or ‘‘ secondary secular movements ” 
are shown by the deviations of seven-year moving averages. 

But the cyclical movements are just as well (perhaps better) 
displayed by the deviations of the yearly figures from the moving 
average. And the secondary secular movements can, in general, 
be inferred well enough from the curves representing the seven- 
year moving average itself, without introducing any comparison 
with an assumed normal trend curve. In fact, the danger of 
misrepresenting the normal trend by such a curve is at least as 
great as that of confusing what is really a phase of the normal 
trend with one of the movements to be investigated. 

Side by side with the movements of output Dr. Kuznets 
analyses movements of prices. Here he assumes the normal 
trend to be represented by a parabola. The assumption seems 
to be quite unwarrantable, though of course a curve of the second 
degree can be fitted more closely to any given trend than a straight 
line. 

Secondary secular movements are disclosed in the price of 
each commodity investigated, and a connection (not very intimate) 
is suggested between the price movements and the output move- 
ments. Dr. Kuznets offers explanations of the secondary secular 
movements, which do not differ very fundamentally from the 
monetary explanations of the trade cycle. He scems inclined to 
identify them with the well-known long-period movements in 
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the price level in the century preceding 1914. But, like all the 
theoretical parts of his work, this is tentative and inconclusive. 
It is curious that when he turns to the cyclical movements, and 
discusses the relation of his results to various theories of the 
trade cycle, he entirely neglects the monetary theory. He 
apparently conceives of cyclical fluctuations not as influencing 
all industries and many countries, but as affecting different 
industries independently, so that the length of the cycle varies 
from industry to industry (pp. 296-8). He finds a very short 
cycle for the cotton industry of the United Kingdom. But this 
seems to be because the imports of raw cotton, which he takes as 
the measure of its activity, vary more directly with the American 
cotton crop and carry-over than with the consumption at the mills. 

Dr. Wagemann, though primarily an empiricist, places more 
reliance on theory than Dr. Kuznets. He distinguishes on the 
one hand isolated or non-recurrent changes in economic con- 
ditions, and on the other seasonal changes directly dependent 
on the time of year, and between these two classes there come 
the cyclical changes. The periodicity of the cycle arises not 
from the seasons, but from the existence of a tendency to reaction. 
“In order to form a positive conception of business cycles by a 
purely abstract method, we must begin by presupposing a perfect 
circulation of money and goods in the national economic system. 
Business cycles are disturbances in this ‘ state of equilibrium ’— 
however caused—which lead to a corresponding deviation in the 
opposite direction ” (pp. 67-8). 

Dr. Wagemann refers to the “long-wave economic move- 
ments,” which he finds exhibited principally in the price level. 
His explanations are extremely inconclusive. He suggests that 
the rising prices of the periods 1790-1815, 1850-73 and 1896— 
1914 might be attributable to the wars which occurred in those 
periods, but does not exclude the alternative that changes in the 
gold supply and the demand for gold as money may have been 
responsible. 

Dr. Wagemann’s discussions of the theory of the trade cycle 
include many observations and criticisms which are both valuable 
and interesting, but he does not avoid the besetting fault of the 
empiricist, the absence of any background of systematic reasoning. 
And much of his treatment of the subject is vitiated by too ex- 
clusive a concentration on post-war experience and, even within 
that, upon German experience from 1924 to 1929. He could 
scarcely expect to find normal or typical experience there. 

R. G. Hawtrery 
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British Banks and the Finance of Industry. By S. EvEtyn 
Tuomas, B.Com., London. (P. 8. King & Son, Ltd. 1931. 
Pp. vii + 290. 12s. 6d.) 


THERE is always something of a tragedy in the premature 
publication of a book, which, whatever its merits, might have 
been very much better had the author only waited in order to 
study documents which were in fact issued shortly after his own 
work appeared. This is true of the book now before us, for Mr. 
Thomas’s theme is substantially that of the Macmillan Committee 
on Finance and Industry, and the space now given to many 
aspects of his subject would have been more usefully devoted 
to an analysis of that Committee’s history of events, description 
of institutions, and formulation of remedies. Another thing 
must be said. Probably to every student of economics, when 
he has proceeded a certain way into his subject, there comes the 
urge to put down on paper what he knows, to “ get it off his 
chest,”’ before he can clear the road for a further advance: The 
account inevitably lacks proportion and slips over into subjects 
only remotely connected with the main topic. Mr. Thomas’s book 
falls in some degree under these strictures. It is rather a source- 
book than an independent treatise, but that is not to say that it is 
devoid of merit; if it is taken for what it really is it will be found 
very useful and may save other students much research in the 
collection of facts and the collation of opinions. 

Mr. Thomas’s main thesis is that “‘ the nation is now faced 
with an economic upheaval as radical as the Industrial Revolu- 
tion of the early nineteenth century ” and that the main road 
to a healthy society lies through the rationalisation of industry, 
a process which requires the assistance of the banks and demands 
some reconstruction of their business principles. He begins by 
sketching, in sixteen pages, the post-war depression, and devotes 
the next thirty-one to an account of “‘ monetary policy and its 
control,”’ detailing the industrialist criticism of the credit policy 
of the Bank of England and touching on the fall of prices and 
the problem of wages costs. Here he has missed the opportunity 
of discussing the interlinked “‘ psychology” of business and 
finance. There follows a long chapter of forty-six pages on the 
need for rationalisation in British industry; it is a competent 
piece of work and the chief criticism that one would make is that 
it does not tackle the problem of the industry composed of numer- 
ous small units or that of the future of the displaced workpeople. 
Rationalisation in the cotton industry has, as the author recog- 
nises, been hampered by the individualist tradition, and the 
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position in the wool textile industry is, in that regard, even 
worse. Whether we must rely on the slow development of 
horizontal combination and vertical integration, or whether 
we should seek to apply measures of direct or indirect compulsion, 
is never squarely faced, and yet we cannot wait for ever on the 
education of our “ captains of industry.”’ The other problem 
is also put on one side, yet we are faced with the alternatives of 
starvation or maintenance and training in new work. It is of 
little use to counsel patience or to “‘ deplore the hardship in- 
evitably caused to individual producers and workers” while 
rationalisation is getting under way. 

The next two chapters deal with the continental system of 
industrial finance (eighteen pages) and the finance of British 
industry (twenty-six pages). These are also well done, but the 
description does not go beyond what is generally known, and 
here, surely, there was the need for further exploration. The 
book purports to deal with banks and industry, and only one- 
seventh of it treats expressly of what is now done not only by 
the banks but by the “‘ capital market ” and the “‘ money market.” 
Nevertheless, his main conclusions are sound, that the banks 
have to face a new situation, learn more about trade and industry, 
and take a more active part in development and rationalisation. 
The views of the Macmillan Committee are similar. The sixth 
chapter, of twenty-five pages, deals with the attempts of the 
joint stock banks and, more particularly, of the Bank of England 
to arrive at solutions along those lines, and here one would demur 
to the whole-hearted commendation of “ hire-purchase,”’ “ in- 
stalment buying,” or “ consumer credit.’”’ Despite Professor 
Seligman’s monumental treatise (not referred to by Mr. Thomas) 
the problem is not so simple and the dangers of inflation not 
remote. 

A chapter of thirty-one pages on “ British Banks and Agricul- 
ture ’’ is useful, but the next, of forty-six pages, on ‘‘ The Govern- 
ment and the Industrial Situation,” might well have been omitted. 
The last chapter deals in thirty-one pages with ‘‘ Lessons of the 
Controversy,’ in which he brings together the suggestions made 
in the preceding chapters. One would here again emphasise 
the author’s typically scrappy way of dealing with the real cruces 
of the industrial problem, in this case the adjustment of labour 
costs. It is futile to say that ‘“‘ somehow or other the balance 
between real wages and industrial productivity must be restored.” 
In this respect the Macmillan Committee proposes to adjust 
wages and costs by, with the help of the Central Banks, 
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raising the average international wholesale price-level of the 
principal food-stuffs and raw materials; the task would be 
difficult and the Committee has not worked out all the reactions. 
Others would seek adjustment by a reduction of wages, but no 
one has yet told us what reduction would be required in any 
specific case to ensure the regaining of lost export trade, and 
no one has calculated what would be the effect of a reduction 
on the home market for the great staple trades of food, clothing, 
furniture, etc., which depend on the working-class demand. 
There is a lot that we need to know, in addition to the statistical 
information given by Mr. Thomas in his appendices. 
Henry W. Macrosty 


The Fall of Prices. By Joun A. Topp, M.A. (Oxon.), Principal 
of the City School of Commerce, Liverpool. (Oxford Uni- 
versity Press.) 


In this brief treatise the author discusses the recent fall of 
prices, and argues that it cannot be attributed to any scarcity 
of gold, since gold production, though it shows a tendency to 
diminish, is not likely to fall below the level of post-war monetary 
requirements for some time, and in the meantime new methods 
of economising it may be added to those which have already 
been so successfully applied. 

He then discusses whether the fall in prices may be attributed 
to scarcity of money in the general sense of purchasing power, 
and concludes that, so far as Great Britain at least is concerned, 
there is no evidence that the volume of credit has been unduly 
restricted. He does not take into account the possible variation 
of velocity (in any of its different senses), which bank deposits 
may have experienced since 1920, nor the possibility that a certain 
amount of bank money may owe its continued existence to the 
freezing of the corresponding bankers’ assets. 

His further argument that the action of certain countries in 
accumulating unduly large reserves of gold can have had no 
effect on the general world situation is not convincing to anyone 
who has read the (subsequently published) Macmillan Report on 
Finance and Industry. Doubtless, Mr. Todd would revise some 
of his conclusions in the light of the new information which has 
become available in this Report and elsewhere. 

The view that the overproduction of important basic com- 
modities and the reduction of consumption, especially in America, 
following on the Wall Street crash, had more than a little to 
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do with the general world crisis now appears to command general 
assent. 

Among the possible cures which Mr. Todd suggests, the 
present writer would be inclined to lay chief emphasis on the 
need for increased consumption on a world-wide scale. He 
cordially agrees that one of the first things that will help to over- 
come the present difficulty is a reduction of retail prices. 

The view may be suggested that the element of waste in the 
distribution of goods varies at different stages in the business 
cycle, that the relatively high level of retail prices in times of 
depression is partly due to an incidental increase in this element 
of waste, and not merely to relatively high wages and net profits, 
and that there is a definite causal relationship between distributive 
waste and unemployment. In the case of Great Britain, the 
United States, and an aggregate of six small countries, curves 
can be constructed showing for the period 1921-1925 a percent- 
age index of employment and a composite index made up by 
expressing the index number for wholesale prices as a percentage 
of the index number of the cost of living in each year. There 
is a close correspondence in the two sets of curves. In other 
words, the higher the wholesale index in relation to the cost of 
living index the higher the percentage of employment. It must 
be admitted that the main cause of chronic unemployment in 
Great Britain, after 1925, was the disequilibrium between internal 
costs and external prices, while, as Mr. Todd also insists, the fall 
since 1929 is directly attributable to the Wall Street crash. 

But possibly all these phenomena may really be referred to 
a single general cause, i.e. a failure of monetary transactions to 
correspond to fundamental economic facts. The contrast between 
the extreme fluidity of monetary exchanges and the extreme 
viscosity of economic exchanges, especially in the international 
sphere, has frequently been remarked. Similarly, the well- 
known lag of retail prices may be regarded as an example of the 
same thing; for it falsifies the monetary signals from consumer 
to producer in both directions. 

The now-familiar thesis about the need for a correspondence 
between the volumes of monetary savings and new investment 
is another aspect of the same general principle. It would seem 
to be the case that, if retail prices could be quickly and sub- 
stantially reduced, the effect would be to stimulate new invest- 
ment and a growth of employment perhaps more successfully 
than by the method of manipulating the rate of interest. On 
the other hand, in the present world situation, in which there 
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is a redundant supply of food and raw materials, any stimulus 
to investment, whatever its origin, would probably have the 
effect of raising wholesale prices without raising retail prices, 
and might even be consistent with a further fall of the latter. 
After all, even if retail prices remained stable at their present 
level, wholesale prices would have to rise nearly to their 1928 
level before the 1924 relationship between the two sets of prices 
would be restored. 

The view that works of capital development could possibly 
have the effect of narrowing the margin between retail and whole- 
sale prices, still more of lowering the former, may seem surprising. 
It is, however, intelligible if we bear in mtnd that a number of 
retail traders in the localities affected will experience an increase 
of business which will have the effect of lowering the price at 
which they could sell and yet make a total income even greater 
than before. Competition for new business would in such a case 
be likely to cause a general lowering of prices. _At any rate, 
when the Prices Tribunal set up by the Irish Free State Govern- 
ment was conducting its enquiries in 1926-1927, it was found 
that prices in Limerick were in every case the lowest that came 
under review. The fact that the construction of the Shannon 
Hydro-Electric Station in the immediate neighbourhood was then 
in progress was probably more than a coincidence. 

These phenomena may be capable of expression in the 
monetary terminology which is now so fashionable. Like Mr. 
Todd, the present writer holds the view that there are non- 
monetary as well as monetary explanations of the present crisis, 
and the former have not received the attention they deserve. 

JOSEPH JOHNSTON ~ 
Trinity College, 
Dublin. 


The Fight for Financial Supremacy. By P. Ernztc. (London: 
Macmillan & Co., Ltd. Pp. 144. 7s. 6d.) 


THE extraordinary sequence of events which has occurred 
since the publication of this interesting and skilful plea for the 
financial supremacy of London, has at one and the same time 
justified and disproved its conclusions. Once more the fact has 
been established that, from the point of view of the world economy 
as a whole, an effective lead of London in world finance in boom 
as well as in crisis times would be highly desirable. It has been 
proved that the two other chief creditor centres cannot supplant 
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London in this réle, and also that, because of the reasons clearly 
analysed by Dr. Einzig in the main part of his book (Chapters 
IV-VIII : lack of tradition, lack of technical equipment, and the 
social-political atmosphere surrounding them), they are unable 
to play their part in co-operating with London in sustaining world 
financial stability, and that the disruptive forces thereby set free 
threaten the whole capitalistic system with disaster. At the same 
time, it has been again established that the effective lead of London 
is impossible without thoroughgoing reform of an economic and 
not of a financial nature. Starting from our present predicaments, 
Dr. Einzig, in the introductory and in the final chapter, ably 
expands the right political and financial conclusions; that close 
co-operation is necessary in order to stop those tendencies which 
at the present moment chiefly threaten economic progress ; 
artificial pressure upon the price level and economic nationalism. 
There are, however, other evils in the individual national economies 
which, even if patched up for a few years by financial help and 
co-operation, must in the long run lead to a general breakdown 
similar to or even worse than the present one. These disequilibria 
have been mainly caused by non-economic measures (monetary 
and non-monetary, like stabilisation of currencies on artificial 
levels; valorisation schemes; extravagant social legislation ; 
tariffs, etc.). They are not only obstructing the normal function- 
ing of those forces which in our present economic system tend to 
preserve and/or restore equilibrium, but positively aggravate 
disequilibrium. Without their elimination individually in each 
country and by co-operation no return to “normal” can be 
expected. 

The author, treating the fight for financial supremacy as a 
question of a technical financial nature, rather overlooks these 
deeper implications. In Chapter II he recognises that financial 
supremacy is conditional firstly and mainly upon ample resources. 
But, analysing the position of the different financial centres, he 
passes lightly over this central problem. ‘This to some extent 
must vitiate his conclusions. Undoubtedly in most other aspects 
(organisation, traditions, freedom from political interference) 
London is vastly superior to its competitors. But is it not this 
factor which in the long run must decide the issue? It would 
have been extremely interesting if a study of the repercussions 
on the financial sphere could have been attempted. The increas- 
ing difficulty to afford help in bad times, or to finance progress in 
good times, without embarrassing the authorities responsible for 
maintaining the gold standard, must in the end handicap the 
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best-equipped market. There is no doubt that exceptional 
difficulties arose in England during the last decade; but the same 
circumstances which tended to depress the position of London 
were also militating against a real leadership of the other centres. 
In America the higher natural rate of interest was the cause not 
only of an unparalleled prosperity and lending power, but also of 
the unwillingness of American investors to buy foreign assets. 
The stabilisation of the franc on too low a basis, providing France 
with an exceptional foreign balance, was partly a logical con- 
comitant of a financial policy which prevented an effective use of 
this foreign balance through long-term financing and an additional 
deterrent to the French rentier. 

Dr. Einzig’s book is an interesting study of an interesting 
aspect of the history of the last decade—a decade full of dangerous 
contradictions and disruptive tendencies. One can only endorse 
the general conclusion that not destructive fight but peaceful 
co-operation must be the aim of the financial powers. One is 
tempted to ask, however, whether the author would not have 
performed a better if less agreeable service to London by pointing 
out not on what grounds it is to be wished that financial supremacy 
should return to London, but what conditions—economic and 
financial—must be fulfilled to make this restoration possible and 
effective. Only through the solution of this problem will London 
be able to assume her role as co-ordinator in world finance and do 
her share in the reorganisation of our present economic system 
necessary to ensure its continued existence.! 

T. BAaLocu 


The Crisis in Australian Finance 1929-31. With Introduction 
by E. O. G. SHann and D. B. Corptanp. (Angus and 
Robertson, Ltd. Sydney. Pp. 201. 5s.) 


Tus is a well-chosen collection of documents, indicating 
“the evolution of opinion among responsible groups during the 
crisis ” and covering the period from October 1929 to March 1931. 
Especial attention may be directed to the award of the Common- 
wealth Court of Arbitration in January 1930, reducing wage rates 
by 10 per cent. The summing-up of the Court, together with the 
evidence of Professor Copland, which precedes it, occupies about 
a third of the volume, and gives a well-reasoned picture of the 

1 This review was written before the financial crisis forced England off the 
gold standard. Its conclusion becomes even more important in the present 


situation, when a new plan of currency management or stabilisation has to be 
worked out. 
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situation. The Report of the Committee to the Canberra Con- 
ference contains many useful statistics. The editors contribute a 
very readable introduction, and the little volume as a whole can 
be warmly recommended. 

The broad outlines of the Australian crisis are well known. 
Three points concerning banking policy, however, may be of 
interest. First, English readers may be puzzled by the stress 
laid by Australian writers upon the changing ratio of the banks’ 
advances to their deposits. ‘Taken alone, this ratio appears to tell 
us little. In Germany, for example, a bank has sometimes been 
founded by an industrial group, and has been given a very large 
capital in order to lend most of it (on long-term) to that group; 
its advances have therefore exceeded its deposits. In Australia, 
however, the ratio has a special significance. Most of the foreign 
exchange business is in the hands of the banks. When Australian 
importers buy foreign exchange they reduce their deposits or 
increase their advances and—in contrast to internal transactions 
—no corresponding new deposits are created in Australia. 
Instead, the London balances of Australian banks tend to 
diminish. Thus, as long as Australia was trying to “ peg” the 
exchange value of its currency by maintaining a sterling-exchange 
standard, an increase in this ratio (assuming that banks’ capitals 
remained the same) indicated a less favourable balance of trade, 
and acted as a danger signal, comparable to the falling of the 
exchange-value of the pound to near the gold export points in 
the case of Great Britain. The ratio increased from 82 per cent. 
in June 1928 to 96 per cent. in December 1929. 

Secondly, it may be thought that the decline in the note- 
issue from some £57 million in June 1924 to some £44 million in 
June 1928 indicates deflation. This is not so. During this 
period £14 million of £1000 notes, which the trading banks had 
used solely to settle their clearances, were withdrawn and 
replaced by deposits of the trading banks. with the Common- 
wealth Bank. These deposits are regarded by the trading banks 
as cash, so that the total cash did not decrease. It has been urged 
that the banks pursued a policy of deflation before the crisis. In 
fact, they did the opposite. Australians do not seem fully alive 
to the significance of the cash-deposits ratio. Mr. Mackay, for 
example, scarcely mentions it in his book on the Australian 
Banking and Credit System.. The present volume contains only 
one passing reference to it. Yet this ratio fell from 18-8 per cent. 
in June 1928 to 14 per cent. in June 1930. This means that the 
appropriate response to the rising advances-deposits ratio— 





19: 


| 
i 
} 














1931] MACKAY: AUSTRALIAN BANKING AND CREDIT 597 


assuming that Australia wished to keep her currency tied to 
gold—was not made. The banks did not deflate: they inflated. 
Finally, I think the example of Australia shows that monetary 
policy alone may not be sufficient to cope with internal and 
budgetary problems in the face of practically fixed wages and 
interest-charges and other rigidities. (A free exchange rate, 
however, has solved her external-balance-of-trade problem, and 
has spread the loss arising from the fall in export values over all 
purchasers of imports.) The wisdom of her attack on the rentier 
as such may be doubted, but the direct reduction of wage rates 
and of public expenditure was a necessary supplement to deflation. 
This appears to be true also of Great Britain: for example, a 
policy of deflation might fail to reduce wages in the sheltered 
home industries in order to enable them to expand. 
F. C. BENHAM 


The Australian Banking and Credit System. By A. L..G. Mackay. 
(P. S. King & Son. 1931. Pp. 255. 12s. 6d.) 

THE chief contribution to knowledge of this volume is a brief 
life-history of the fifty-seven banks which have been established 
in Australia up to the present time, beginning with the Bank of 
New South Wales in 1817. Of the fifty-seven, sixteen still survive, 
sixteen have failed, and twenty-five have been absorbed by others. 

Mr. Mackay, however, has a thesis. Ten new banks were 
established between 1834 and 1841, and two years of “ financial 
stringency” followed. Twelve new banks were established 
between 1877 and 1888, and five years of financial stringency 
followed. Here, thinks Mr. Mackay, we have cause and effect. 
“The root cause ”’ of the 1893 crisis, and also, one gathers, of the 
earlier 1843 crisis, was “‘ the existence of too many banks, organised 
in such a way that there was no control of their credit policy.” 

His contention is not that a few banks with numerous branches 
are safer and more economical—because the cash reserves of each 
bank are mobile between its branches, while fluctuations in 
demand can be offset between districts—than many independent 
banks. Few would dissent from that. But the twenty-six 
banks of 1893 had nearly fifteen hundred branches. The thesis 
is that twenty-six was too large a number. “ How was it possible 
for twenty-six banks to operate in 1893 on £150,000,000 of 
deposits and a population of 2,000,000 when in 1930 fifteen banks 
require £400,000,000 of deposits and a population of 6,000,000? ” 

At first sight, this emphasis upon the number of banks is re- 
markable. Why not consider rather the number of branches ? 
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Why not include the sixty mortgage, land, and building societies 
and all the other institutions which competed with the banks in 
the borrowing and lending of money and about which the book, 
despite its title, tells us almost nothing? The answer appears to 
be that keen competition for deposits and borrowers among an 
“excessive ’? number of banks was the real cause of the undue 
expansion of bank credit. 

The train of events leading to the 1893 crisis resembles those 
leading to other Australian crises, including the recent one. For 
some years—1880 to 1888—there was inflation in the sense of an 
expansion of spending power, especially bank credit. Loans in 
one form or another flowed into Australia from Great Britain. 
Land values and sheep prices were very high. Imports into 
Australia were unusually great. Then wool prices dropped and 
the flow of investment slackened. It became clear that the 
banks had been lending too freely on inadequate security. A 
period of deflation and liquidation followed. An important but 
neglected aspect is ‘“‘ capital consumption.” The land was there, 
so that savings invested in the purchase of land did not result in 
new capital equipment, but were largely spent on consumers’ 
goods by the sellers of land. Hence the real capital of Australia 
failed to increase adequately. 

The question is whether all this would have been avoided with 
fewer banks. I certainly do not think so. With a number of 
banks, any bank which begins lending more freely loses cash to 
the others and is checked. Simultaneous action by a large pro- 
portion of the banks is needed for any considerable “ bank 
inflation” by the system as a whole. A single bank for the 
whole country, to take the opposite extreme, has not that check 
upon its credit expansion. It therefore has greater power, for 
good or ill. Nor can it fairly be urged that the management of 
such a single bank or of a few banks would show more wisdom 
and restraint than the average of the managements of many 
banks. In the first place, a general credit expansion suggests a 
common cause, affecting all banks simultaneously. This common 
cause can be described briefly as over-optimism. It would surely 
have been as powerful with one bank, or a few banks, as with 
twenty-six. In the second place, a single bank, or a strictly 
“ controlled ” system, is more liable to the pressure of govern- 
ments and of public opinion, and this pressure is usually against 
“hampering restrictions ” and in favour of inflation. Thus, in 


my view, Mr. Mackay’s thesis cannot be sustained. 
F. C. BENHAM 
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Taxation: Its Incidence and Effects. By H. A. SmnvERMAN. 
(Macmillan & Co., Ltd. 1931. Pp. 360. 7s. 6d.) 


Mr. SILVERMAN has attempted the ambitious task of reducing 
the theory of taxation to plain terms. He has, and claims, the 
advantage that the enormous increase in public expenditure of 
recent years has at least greatly stimulated public interest in the 
whole subject of public finance. But he labours, no less, under the 
undoubted disadvantage that there is no department of economics 
in which conclusions capable of practical application are more 
earnestly to be desired and more difficult to come by. The 
main effects of taxation are indeed tolerably easy to trace. We 
know that taxation frequently eats up savings and discourages 
enterprise; but of the magnitude of the damage thus caused, 
and of the extent to which this is offset by increased efforts 
stimulated in those whose objective is the maintenance of a fixed 
income or the accumulation of a definite capital sum—of these 
all-important matters we know virtually nothing. Inevitably, 
the effect of Mr. Silverman’s fair and balanced argument must 
be to open the reader’s mind extraordinarily wide—so wide as 
to leave room for practically any possibility. An increase in 
income tax, for example, may produce results a, b or c; but 
then it may equally well produce p, g and r; or even 2, y and z. 
In the absence of any quantitative evidence as to which result 
is likely to predominate it is no wonder that the taxpayer still 
feels helpless to pronounce on the wisdom of those who bleed 
him. 

For this, however, Mr. Silverman is not altogether to blame. 
He has done his best with what is, fundamentally, a very unsatis- 
factory subject. His arguments are clearly marshalled and 
generally convincing as far as they go, and his gift for putting 
complicated things in simple terms is most conspicuous. The 
ground, moveover, is well covered even in the short space of this 
book. The author discusses first the general principles of taxa- 
tion, including current conceptions of equity and economy and 
a search for that will-o’-the-wisp, taxable capacity. From this 
he proceeds to an analysis of the general laws of incidence and 
the effects of taxation which are commonly (but not altogether 
happily) distinguished from incidence. With the general theory 
thus clearly stated, Mr. Silverman devotes the rest of his book 
to a systematic study of the incidence and effects of each of the 
principal groups of taxes in turn. 


On the vexed question of the incidence of income tax Mr. 
No. 164.—vo.. xXLl. RR 
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Silverman comes down, on the whole, on the side of those who 
believe that this tax stays where it is put. He suggests, how- 
ever, that an exception to this rule may be found in the income 
tax of retail shopkeepers selling luxury goods for which the demand 
is inelastic. But it is not clear how even this case withstands 
Mr. Silverman’s own argument that the price policy which gives 
the largest return apart from income tax still remains the most 
remunerative even after deduction of the tax. 

On one or two other points the validity of Mr. Silverman’s 
argument may be questioned. On p. 180 he seems to ignore 
the fact that it is not only because taxation causes a “ physical 
reduction in one’s income and capital” that it occasions a pre- 
ference for safe over risky stocks. Since the tax on actual losses 
cannot be recovered, a speculative investment in which high 
gains alternate with losses necessarily pays over a period of 
years a higher aggregate of income tax than a gilt-edged stock 
yielding an equivalent average sum. It is in this way that the 
tax differentiates against the more speculative venture. Again, 
on p. 282, Mr. Silverman argues that the whole burden of a new 
tax on land cannot be capitalised on existing owners, since, if 
it were, there would be no advantage to anybody should the tax 
subsequently be repealed; whichis absurd. This, however, over- 
looks the fact that the repeal of an old is exactly parallel to 
the imposition of a new tax. So long as the tax is in force, 
no owner subsequent to the first suffers anything by it, and the 
whole burden may, therefore, justly be said to be capitalised on 
that first owner. In exactly similar fashion the repeal of the tax 
presents a windfall to the first, but to no subsequent, owner; 
from which we deduce, not that the amortisation theory is false, 
but that it is equally applicable to positive and negative changes 
in taxation. BarBaRA WoorTon 


Some Economic Consequences of the Great War. By A. L. Bowery. 
(London: Thornton Butterworth. 2s. 6d.) 


At times of general elections it is becoming the custom for 
each political party to issue a handbook of “ facts for speakers.” 
These facts are largely in the form of figures, and have all the 
appearance of accuracy; but those listeners—and perhaps 
speakers, too—who may feel qualms about accepting and retailing 
the selections and summaries of admittedly biased organisations 
must rejoice in the appearance of this new and somewhat novel 
addition to the Home University Library. 
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True, the title is misleading; for the book is essentially a 
chronicle of such facts and events of the years from 1919 to 1929 
as are statistically measurable, and not an analysis of the degree 
to which the war was responsible for events, whether measurable 
or not. Many of the events that are recorded of the post-war 
decade, such as the fall in birth and death rates and the progress 
of new industries based on technical invention, were not primarily 
a consequence of the war, as Professor Bowley himself admits ; 
and many of the more important economic consequences of the 
war are not statistically measured, and some even appear to be 
happening after 1929. In 1931 it is surprising to read (page 20) 
that “ the complete stabilisation of European currencies was only 
reached in June 1928.” 

Wisely, Professor Bowley reaches few final conclusions, and 
confines himself to a very complete yet happily summarised 
statistical account of the recent progress of the nations. The 
main headings are Population, Currency and Prices, Capital, 
National Debts and Taxation, Changes in Distribution of Income, 
Displacement of Labour, Foreign Trade and Unemployment, and 
finally Nationalism and Internationalism. It is a tribute to the 
Government departments concerned and to private investigators 
—such as Professor Bowley himself—to discover how much 
information (and information under how many headings) can 
now be had in exact and fairly accurate numerical form. 
Additional statistical information might, indeed, have been added 
of facts no less attributable to the war—the flow, ebb, and then 
stabilisation of trade union membership, for instance, and the 
ups and downs in their activity as measured by the severity of 
strikes; or, again, measurements of the disturbance in the price 
mechanism by comparison of relative changes in wholesale and 
retail prices, interest and discount rates, and in other banking 
statistics. The chapters concerned with labour, and the chapter 
on Currency and Prices, might thus have gained in cogency ; and 
an additional chapter might well have been devoted to post-war 
changes in industrial structure and conditions, instead of tuck- 
ing away paragraphs on rationalisation and hours of labour in 
the chapter on Nationalism and Internationalism. For these 
additions, space would perhaps be worth carving out from the 
nine tables and three diagrams on population. But admittedly, 
while population is the statistical Tom Tiddler’s ground, the 
statistics of industrial structure, as understood by the American 
Census of Manufactures, tend in England to be a game of 


blind-man’s buff. 
RR2 
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These suggestions are merely in the nature of minor alterations 
upon a most amazing feat of selection and compression. Its own 
index, indeed, hardly does justice to the number of subjects the 
work deals with. Admirable remarks about women in industry 
appear not only on page 59, as the index tells us, but also on 
pages 141 to 145 and page 157; and hours of labour are discussed 
from pages 233 to 237, and tariffs on pages 198 and 199, both 
without any reference in the index. Finally, author and printer 
must be congratulated on the neat and logical arrangement of 
the figures and charts on pages of somewhat limited area. These 
tables are likely to prove so useful that one regrets their inevitable 
“dating ”’ with the passage of time—and elections. Would it 
not be possible in editions of future date not merely to bring the 
figures up to that date, but to leave blank spaces for the reader 
to fill in the figures for subsequent dates himself? Bowley’s 
Economic Consequences would then, we feel sure, be the standard 
‘ speaker’s handbook ” for many a year to come. 

P. SaARGANT FLORENCE 
The University, 
Birmingham. 


Om det ekonomiska Livets Rytmik (Rhythmics of Economic Life). 
By Jonan Akerman, Ph.D. Stockholm. 1928. 


THE scope of this work is indicated by the following Abstract 
of the Preface :— 

‘“* Dynamic problems have been studied systematically during 
the last thirty years. Two lines of attack have been attempted ; 
one deductive, the other inductive. The author has tried to 
work out a synthesis of the two trends of thought. The investiga- 
tion thus uses Knut Wicksell’s Geldzins und Giiterpreise (1898) 
and the statistical work of the Harvard committee of economic 
research as starting-points. 

“Just as the theory of economic crises has given way to the 
theory of economic cycles, it seems now appropriate to pose a still 
wider problem : the theory of economic changes, being a study of 
the principal periods in economic life and their inter-relation. 
It is the author’s conviction that a theory of economics which 
can reconcile the laws of the ceteris paribus type with a theory of 
economic dynamics must start from the empirical facts and—just 
as in modern physics—anticipate these laws, and build the 
theoretical reconstruction on the groundwork of real observations. 

“ After a preliminary analysis of the problem of causal con- 
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nections in natural and social sciences, the investigation is divided 
in two parts. The first, critical, part is a synthetical review of 
the important theories of economic cycles. The purely monetary 
and the agrarian theories being refuted, the conclusion is drawn 
that the main problem lies in the sphere of saving and investment, 
i.e. in the community’s and the entrepreneur’s valuation of present 
and future consumption. The second, constructive, part puts 
forth a theory of interdependence between seasonal, cyclical and 
secular changes. The variation of construction of capital goods— 
of goods for future consumption—is thus seen to be dependent on 
periodic changes in valuation, these periods being to a large 
extent determined by ‘objective’ factors, such as the year’s 
length, the average time required to construct new capital goods, 
and different psychological time factors related to the widening of 
optimism or pessimism. The periodic change of saving and 
investment within the year, the same sort of variation within the 
short and the long business cycle, and within still hypothetical 
secular periods, are thus inter-related in many ways.” 


The Federal Trust Policy. By J. D. Cuarx. (London: Hum- 
phrey Milford. Pp. 305. 12s. 6d.) 


The Law relating to Trade Combinations. By A. L. Hastam. 
(London : Allen and Unwin. Pp. 215.) 


THESE books show how diverse is the attitude of the Law 
towards trade combinations in countries of similar industrial 
structure; and yet the diverse conclusions are reached in both 
cases, those of England and the United States, by the evolution 
of the “rule of reason” in judicial decisions. In the United 
States, this rule has the more limited application, because the 
Courts cannot over-ride the definite terms of a Statute which 
completely bars agreements between competitors; the rule can 
therefore apply only to the interpretation of the degree of mono- 
poly obtained, or of monopolistic practice exercised, by large 
combinations. But in England it also applies to agreements, 
and the most important judgments have refused to regard these 
as in themselves contrary to public policy. Indeed, the coal 
industry in England has been organised by law on the model of 
the Cartels. 

Professor Clark’s review of the Sherman Act is admirable in 
its historical arrangement, showing how at each stage the inter- 
play of the influences of public opinion, economic argument, and 
legal interpretation. He claims for its author a foresight which 
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the course of events has shown to have been right in political 
sense and intention, and proper in its formal legal statement. 
The Act was passed quietly, not in response to agitation ; Senator 
Sherman gives it only brief mention in his biography. It came 
into prominence because the events occurred against which it 
had been calmly prepared. These events began with the com- 
bination movement of the late nineties, which gave the policy of 
the Act a conscious public significance, which the debates of the 
Roosevelt and Taft administrations evolved both positively and 
negatively—what it was and what it was not—till the judgments 
of 1911 gave a settlement. The judicial stages of this evolution, 
from the Knight case onward, are well known; Professor Clark 
has filled in the background of press activity, administrative 
measures, and economic discussion. He holds that the Trade 
Association, and the Trade Practice Submittal as worked under 
the egis of the Federal Trade Commission, can give a fair regula- 
tion of competition; but rejects the suggestion that trade agree- 
ments could in individual cases be passed as valid by some 
tribunal of enquiry. “‘ What is the public interest should be 
determined by the le,::slative body; if it is determined by an 
administrative body we have that unfortunate uncertainty as to 
the law which gives force to the objection to government by men 
rather than by laws, a policy to be followed only in emergencies.” 
The Sherman Act, allowing the merger to exist on its good 
behaviour, and forbidding the restrictive agreement, has, he 
thinks, maintained competition and expansion, and “ withstood 
every challenge for forty years as an example of that perfect 
legislation which ... exemplifies the American theory of 
individualism.” 

Turn to Dr. Haslam’s book, and we have the different story 
of a case-made law, which forbids in terms no kind of structure, 
has generally refused to consider economic results, but has relied 
on freedom of contract as the key to what is expedient in trade 
agreements. The rule of reason has a different meaning when it 
looks mainly to the relations of parties, regarding ‘“ public 
policy ” as an “ unruly horse,” from what it has when it looks 
more to the consequences to be expected from particular kinds 
of organisation. The result is that in England it is much more 
difficult to say how the next important judgment would go than 
it is in America. Mr. Haslam inclines to the conclusion that 
something more definite is required in this country; some more 
positive custodianship of the public interest. But he has no 
solution, though he thinks most of the Kartellgesetz. Through 
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the labyrinth of the law, he is a most able and interesting guide, 
and his book is in that respect a real service to economists. 
D. H. Macerecor 


Combines and Rationalisation in Germany, 1924-1928. By 
D. Warriner, B.A. (Oxon.), Ph.D. (Lond.). (London: 
P. 8. King & Son, Ltd. 1931. Pp. vii + 226. 10s. 6d.) 


Miss WaRRINER carried out this study while holding, first, 
a research studentship at the London School of Economics and, 
afterwards, the Mary Somerville Research Fellowship at Somer- 
ville College, Oxford. These two appointments are brilliantly 
justified in this book, which, mainly based on official inquiries, 
will long hold a place as a source of information on the problems 
of business organisation in Germany after the inflation period. 
It is difficult to praise the book sufficiently without appearing 
to exaggerate, and even if this reviewer were to confine himself 
to stating the number of marginal “ scorings’”’ he has made on 
the pages—distinguishing single from double and multiple * scor- 
ings ’’—the figure would seem incredible. The difficulty of 
dealing with the book is enhanced by its concentration; the 
argument is confined to 158 pages only, while 50 pages are occupied 
by appendices of statistical and other information relating to 
the industries dealt with in the main text, 14 to a bibliography of 
German sources, and 3} to an index which might advantageously 
have been much fuller. 

The first chapter on “ industrial and financial setting of the 
combine movement ”’ draws attention to the differences in Ger- 
many between the “heavy” and the “ finishing ’”’ industries. 
The former, characterised by high and invariable fixed charges, 
were largely combined before the War for technical reasons and 
through the necessity of overcoming the high transport charges 
arising from the location of businesses on inland coal-fields. 
The ‘‘ finishing ’’ trades, on the other hand, had low overhead 
costs, were only loosely organised, if at all, and worked for markets 
‘“‘ usually limited to a special, fairly constant demand’’; they 
employed, also, a relatively high amount of working capital. 
The banks supplying long-period capital naturally favoured the 
older and larger firms of the heavy industries. During the infla- 
tion period all businesses made issues of share capital, and where 
those were invested in fixed plant, as in the heavy industries, 
the equipment remained even after the subsequent writing down, 
but the finishing industries, which used their new issues as working 
capital, lost much if not all and their credit position was gravely 
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impaired. The financial situation forced all trades rapidly to 
organise in order to strengthen themselves, and herein “ lie the 
causes of the formation of the typical finishing organisations, 
the loose groups of interests described as concerns, and the con- 
dition cartel, shortening the terms of trade credit” (p. 11). (A 
“concern ’”’ is “‘ any financially interconnected group of firms ” 
(p. 14)). Through lack of adequate production statistics it is not 
possible to estimate accurately “ the extent of market control,” 
the theme of Chapter II, but Dr. Warriner estimates that out 
of a total industrial production valued at 35 milliard marks in 
1926, the aggregate output controlled by cartels or trusts was 
of the value of 21 milliards. The total includes completely 
controlled output in coal, ‘‘ iron and steel, iron ore,” non-ferrous 
metals, and chemicals, 80 per cent. in the electro-chemical in- 
dustry, one-half in ‘iron and steel goods” and engineering. 
Among the notable cases of extension of control are the organisa- 
tion of the scrap steel trade, the advance of the paper trade in 
controlling the marketing of its raw material and of its finished 
product, and, in the generally weak textile group, the emergence 
of trusts or cartels in linen yarn, hemp, and linoleum. Combina- 
tion in the highly important trades of food, clothing, building 
and contracting, and timber, which employ about 5} million 
out of the 12} million operatives and salaried staff engaged in 
German industry, and whose principal cost is wages, is probably 
negligible as an efficient force. 

The author’s views in the third chapter, on ‘“‘ the extent of 
rationalisation,” will surprise many who use that hard-worked 
word in a loose sense, for she declares the scheme carried out 
by the chemical trust to be the ‘‘ only example of genuine rationali- 
sation.’’ Rationalisation in her sense ‘‘ connects the processes 
of works reorganisation and scientific management usually 
associated with the name of Taylor, the processes of standardisa- 
tion and specialisation associated with the name of Ford, with 
the industrial combination movement in both its aspects of 
financial amalgamation and price control. The novelty con- 
sists in the combination of the two ideas—regrouping as a pre- 
liminary to reorganisation ’’ (p. 29). The coal industry is not 
rationalised in this sense, for the problems of inefficient mines 
and excessive output can only be settled by unitary control, 
which “is not possible, since the mines are the property of the 
iron and steel concerns.”” The Steel Union is powerful and has 
carried out some internal reorganisation, but ‘for thorough 
rationalisation, unitary financial control of the greater part of 
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the industry is necessary, and this the trust does not possess, 
nor is it capable of acquiring it’ (p. 43). Striking results have 
been secured in some finishing trades which, having low over- 
head costs, can easily regroup their works, e.g. some branches 
of engineering, linoleum, clocks, pottery. Chapter IV, on “‘ the 
Trust and the State as rationalising agent,” regards the cartel 
as “‘ not as a rule a suitable instrument for reorganisation, except 
as a preliminary, a guarantee that the work done will not be 
wasted. ... The superiority of the trust as a rationalising 
agent is now generally recognised” (p. 48). “‘ German conditions 
have, however, produced a composite typical organisation—the 
cartel, whose members are a few large concerns, differing in size, 
but not differing so much as to compel absorption of the smaller 
members ”’ (p. 50); this type avoids both over-investment and 
over-capitalisation and, with the aid of the trade association, 
can study the trade cycle with a view to stabilisation. Where 
reorganisation would bring about a return to profitableness, but 
the industry for internal reasons is unable to reorganise itself, 
Miss Warriner considers that a case is made out for State inter- 
ference in the form of compulsory amalgamation and rationalisa- 
tion, and in this regard discusses the cases of potash, cement, 
coal, cigarettes, rolling stock, etc., where such interference was 
either applied or asked for in Germany. 

‘The achievement of the combines,” the theme of the fifth 
chapter, occupies as much space as the preceding four chapters, 
and only a few fragments of the valuable discussion can be re- 
ferred to. Cartel and trust, says the author, ‘“‘ can be credited 
with definite success in attaining two objects—cost reduction 
and extension of the market” (p. 64). These special cases of 
costs are considered. High overhead costs require large pro- 
duction units and lead to cartels, but the enhancement of profits 
stimulates over-investment in the industry; this is exemplified 
in the cement trade, where combination has been possible only 
in recent years and is now threatened by the production of cement 
by steel-works. Transport costs are the special problem of 
mining, and the coal industry, after pressing the development 
of canals, is now pushing a grandiose scheme for the transmission 
of gas from the Ruhr to the industrial districts and ultimately 
to the whole Empire; as the industry is unable to carry out a 
comprehensive scheme of closing down unwanted mines, its 
salvation can only be found in further concentration on the by- 
products of coal. The cost of working capital has been reduced 
to some extent in the textile trades by large “ concerns,”’ of 
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which an outstanding example is the Blumenstein jute trust under 
the Bank fir Textilindustrie; the shortening of trade credit 
by a cartel is another means, and the brick cartels obtain capital 
cheaper by mutual guarantees. As for market policy, stabilisa- 
tion and regulation have always been the chief aims as regards 
the home market, but a cartel in fixing quotas for its members 


must not leave out of account its future expansion. ‘German 
industry in general appears to rely much less than formerly on 
cartel policy as an instrument for pushing export sales. . . . The 


effect of the growth of syndicate organisation in the finishing 
branches must be more than outweighed by the steel cartels 
ceasing to dump the ‘A products’” (p. 86). In the case of 
many products export prices are now controlled by international 
agreement. Engineering has gone far in the centralisation of 
sales for export, but the small industries of clocks, musical instru- 
ments, toys, pottery, glass, and leather, which have to a great 
extent lost their formerly important export markets, find organisa- 
tion for export difficult. The typical new industries of aluminium, 
artificial silk, and synthetic nitrates have high overhead costs 
and an expanding market; they are monopolistic and, controlling 
prices, have financed expansion out of accumulated profits. 
Neither in aluminium nor in artificial silk has control of the inter- 
national market been secured by the various national interests, 
but, as a price-cutting struggle would be ruinous, agreement 
must be reached as in the nitrate industry. 

The sixth chapter, on “ the effect of the combination move- 
ment on general industrial conditions,” is of great importance. 
*“‘ The cartel’s tendency to raise prices, the trust’s tendency to 
self-finance, were obvious from the beginning of the movement 
in the 90’s”’ (p. 101). To-day the situation is that ‘‘ the com- 
bine takes over the risk-bearing function from the capital and 
commodity markets, thus taking over at the same time their 
regulating function and becoming a self-governing entity, which, 
far from merely fixing prices and striving to counteract forces 
already acting on the market, controls the working of the forces 
themselves. Therefore the view implicitly held is that prices 
should bear the cost of expansion and in old industries the cost 
of closing down, a doctrine incompatible with the type of economic 
theory which analyses capitalism as a system regulated by laws 
operating in the market ” (p. 103). Market control has increased 
since the War by development of sales associations, eliminating 
the merchant both for home andexport trade. The adjustment of 
prices to costs ‘‘ has disturbed the pre-war inter-relations of business 





_ 





T 
t 
] 





1931] HARMS: KAPITAL UND KAPITALISMUS 609 


fluctuations, dislocating raw material prices from their close con- 
nection with general business conditions ”’ (p. 109). The “ flight 
of capital to real values ”’ in the inflation period and investment 
by foreign borrowing in 1926-8 have resulted in “a diminution 
of the power of the banks” (p. 116). “If the combine takes 
over from the market the function of financing its own expansion, 
the risk-bearing function in investment in new industries must 
be undertaken also”’ (p. 123). This is now taking place, for 
*‘ the expansion of the new industries, synthetic nitrates, artificial 
silk, low temperature carbonisation and hydrogenation of coal, 
has been financed by the consolidated coal and chemical industries 
jointly and individually ” (p. 122). ‘‘ There can be no principle 
of co-ordination,”’ declares Miss Warriner, ‘‘ between co-ordinated 
industry and co-ordinated finance; in the incalculable inter- 
action of the two lies the complexity of the German economic 
situation ” (p. 124). 

In Chapter VII, ‘‘ the problem of State policy,’’ the author 
discusses the ineffectiveness and inappropriateness of the Cartel 
Decree of 1923, the reform of company law, and the proposals 
of the Jurists’ Conference of 1928. Chapter VIII, on “the 
problem of theoretical analysis of the combine movement,” 
discusses the classical doctrine of monopoly and Schumpeter’s 
views on the dynamic character of industry, and finds both of 
little help. Behind the opposition of the two methods of approach 
‘‘ lies the theoretical antinomy between theory which treats the 
dynamic elements as friction and theory which, in giving the 
dynamic forces their proper treatment, loses all general principle. 
So long as it persists there can be no consistent attitude to the 
combine movement. At present the two methods of approach 
are roughly equal in their influence on economic thought ”’ (p. 158). 
But thirteen pages are too few for this subject. 

Henry W. Macrosty 


Kapitan unp Kapirauismus. Vorlesungen gehalten in der 
Deutschen Vereinigung fiir Staatswissenschaftlich Fortbil- 
dung. Edited by Brernuarp Harms. (Berlin: Reimar 
Hobbing. Vol. I, pp. 513; Vol. II, pp. 511. 1931.) 


In the autumn of 1930 the German Association for the Ad- 
vancement of Education in the political sciences organised in 
Pyrmont a course of study on various aspects of Capital and 
the Capitalist system. Specialists in many departments of 
practical life as well as distinguished teachers of Economics 
participated in the course, and the fifty-four lectures that were 
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delivered have been reproduced in two stout, well-printed volumes, 
which Prof. Harms, of Kiel, has edited. 

The course was well planned. An introduction (four lectures) 
surveyed the ground to be covered; the course proper began 
with an account of the part played by Capital in the Capitalist 
System (six lectures); this led logically to the consideration of 
the growth of capital (five lectures) and the market for Capital 
(ten lectures), including a review of Banking, with special reference 
to Germany, of Central Banks and of the Bank for International 
Payments. The utilisation of Capital in German agriculture 
and various industries (including aviation) formed the fourth 
section of the course (eighteen lectures); the destruction of 
Capital was the subject matter of five more lectures, and a con- 
sideration (six lectures) of the new attitude to Capital in con- 
nection with the formation of new social systems (e.g. Soviet 
Russia) concluded the series. 

It is evident that these two volumes, covering as they do 
a wide field, are a mine of information on very many problems 
arising out of Capitalism in general and the Capitalist system 
in Germany in particular. The lectures, which are popular in 
style, will be read with no little interest by those who are begin- 
ning their researches into the many-sided aspects of Capitalism. 
Not a few show a good deal of skill in the art of compression. 
Yet, summaries though they are, the lectures either stimulate 
thought or furnish information. 

Where there is so much that may be warmly commended it 
is invidious to direct special attention to particularly good pieces 
of work. But most of his readers will agree that the opening 
lecture, by Prof. Willy Hellpach, of Heidelberg, is a delightful 
essay, weighing up the prospects of aristocracy, the bourgeoisie 
and the collective way of life. His analysis of the attitude to 
Economic activities of the Middle Classes shows knowledge 
touched with humour. Prof. H. de Man, of Frankfurt, in con- 
sidering the relations between Capitalism and Socialism, has 
many a shrewd tilt at Marx, although he holds him in high esteem 
as an economist. Prof. de Man possesses the gift of expressing 
an illuminating idea in a brief sentence or two. Thus, he explains 
that great souls combine criticism and comprehension in an 
eminently high degree. Marx hated the Economic system 
around him, but he comprehended it none the less. ‘‘ No one 
understood Israel better than Jeremiah. No one understood 
the Roman Empire better than Augustine. No one understood 
the Middle Ages better than Luther. No one understood the 
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French Revolution better than Napoleon. No one understood 
Capitalism better than Marx.” Prof. de Man, too, engages in 
criticism of the Capitalist system. But on the question of 
Capitalism v. Socialism he refuses to be a prophet. He holds 
that it is the business of scientific research to analyse problems, 
not to foretell the future. 

Of Sombart’s two lectures on the meaning and development 
of Capitalism, it need only be said that they will delight all those 
who are acquainted with his writings. Another very useful 
lecture is Prof. Saitzew’s, of Ziirich, on the various meanings 
of the term Capital from Adam Smith’s time toourown. Students 
will agree that here is as comprehensive and clear a survey as 
any they can find of a theme which has a voluminous literature 
in many languages. 

If these are four outstanding lectures in the sphere of theory, 
Dr. Felix Somary’s two lectures on the International Money 
Market rank with them in the sphere of descriptiye Economics. 
The whole of the second volume is devoted to this field, more 
especially to present-day conditions in Germany. As an intro- 
duction to a problem fraught with extraordinary possibilities 
this second volume will be found exceedingly helpful. 

It was well worth while bringing these fifty-four lectures 
within reach of a larger audience than assembled at Pyrmont. 
The editor would have added to their usefulness by providing 
the two volumes with an index. M. Epstern 


An Outline of Modern Knowledge. (London: Victor Gollancz. 
1931. Pp. 1103. 7s. 6d.) 


THIS compendium includes three articles of special interest to 
economists, those of Mr. M. Dobb on the “ Introduction to 
Economics,” of Professor Gregory on “ Finance,” and of Mr. Cole 
on “ Industrial Organisation.” All the contributions to the 
volume have high authority. 

Mr. Dobb’s approach is historical. One of his central theses 
is that economics “ had its origin and derived its force as a direct 
apologetic of capitalist individualism.”’ The impetus came from 
the ‘“ natural law ” philosophy of the age. He seems clearly to 
mean that the Physiocrats assumed that “ natural law ” governed 
the economic universe, that the task of economic analysis was “ to 
discover and postulate natural laws,” and that therefore they 
played “ the historical réle of intellectual champions of the new 
capitalist order.” Although ‘‘ English economists followed 
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Adam Smith in expounding that imposing symmetry of economic 
harmonies which would come to birth if it were not suffocated 
and strangled by an unnatural degree of obstetrical attention,” 
it is not clear whether Mr. Dobb means that Smith played a réle 
similar to the Physiocrats in the genesis of economics, for Smith 
‘“‘was much more concerned with composing a commentary on 
specific economic questions and in advancing a practical thesis 
than in establishing a conceptual unity.”” The exception suggests 
that in a fuller exposition Mr. Dobb’s view would be less dogmatic. 

Another central thesis is that “ since modern economic theory 
poses a different set of questions from classical Political Economy, 
the former is not competent to pass judgment on most of the 
wider issues with which the latter was concerned.”” The difference 
seems to be that the ‘new economics” (the marginal utility 
school) concentrated on a theory of price, its purpose being “ to 
postulate the series of equilibria which would result under various 
possible sets of conditions,’’ while classical economics was con- 
cerned with the conceptions of “‘ real cost ” and “ surplus,” with 
the “principle of intrinsic value as a key to the problem of 
equivalence.” It was left to Marx to clear the Ricardian system 
of its ‘‘ natural law ” framework and it was he who “ crowned 
the classical edifice.” The short treatment of Marx’s solution of 
the problem of the relation of profits to exchange value does not 
substantiate the claim. 

The discussion of modern economic analysis ends by conceding 
that it “seems to have developed a technique which may well 
prove of permanent value.”” Mr. Dobb’s critical insight suggests 
again that he would grant most of the case of those who are 
interested in economic analysis as such. The violence of his 
disagreement diminishes as his ‘‘ normative ” interest recedes and 
as he accepts the “ limited enquiry ” with which the economist is 
content. 


Professor Gregory’s task is easier, though still difficult enough. 
He describes the financial mechanism and the interconnections of 
public finance, company finance and monetary and banking 
systems. The article is a model of lucidity. There is an 
instructive running comparison of England with the United States. 
Judgments are not excluded. For example, refreshing scepticism 
is shown with regard to the belief that high income taxes and 
death duties destroy the spirit of enterprise and that the net 
effect of the ‘‘ dole ” is demoralising. One doubtful dictum may 
be mentioned. Surely it is an exaggeration to say that 1929 stock 
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prices in America “did not seem absurd, because there was no 
scientific standard by which to measure what they ought to be 
worth.”’ The economic reasoning behind the conception of a 
normal number of years’ purchase is not made nugatory because 
an “irrational” public continues to drive prices up and 
“yields *” down. The economist does after all label the public 
irrational. . 


Mr. Cole first analyses capitalism in order to prepare the 
ground for discussing the socialist alternative. The most 
important connecting links between capitalism and socialism are 
in the growth of mere salaried managers in capitalist organisation 
and of corporate savings. These minimise the changes necessary 
in socialisation. Joint control is impossible under capitalism, 
and Mr. Cole does not seem to hold out much hope for it under 
socialism. Most hope is to be derived from the psychological 
effect of the method of choosing the directors of industry upon the 
workers in obeying orders. The socialist makes different assump- 
tions about human nature from his opponents : he is an economic 
rationalist. He also assumes gradual changes in human motives 
with the removal of obstacles inherent in the capitalist system. 

R. OPre 
Magdalen College, 
Oxford. 


Arbitration Principles and the Industrial Court. By M.T. Ranxry. 
(P.S. King. 1931. Pp. 178. 7s. 6d.) 

Tuts book seeks to disentangle whatever principles lie behind 
the decisions given by the Industrial Court in the cases submitted 
to it in the past twelve years. The author holds that in all wage 
disputes three main considerations must arise. “First, is the 
wage offered a subsistence wage? ... Second, is the wage 
offered a fair wage ’’—that is, in comparison with the rates paid 
for comparable work in other industries; and, third, ‘“‘ how much 
higher than these standards can, not should, the wage be?” 
Further, the answer to the last question must, she argues, in the 
last resort depend, not on the capacity of the particular industry 
in question to pay, but on the state of industry in general. 

Miss Rankin does not find, however, that the decisions of 
the Industrial Court show much appreciation of these principles 
or even much consistency with themselves. Dividing her history 
into three periods she finds that in the first, when prices were 
rising and prosperity on the increase, the Court was concerned 
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chiefly to push wages up in harmony with the rise in the cost 
of living; in the second, when prices were still rising but industry 
was already on the down grade, the Court held that “‘ some com- 
promise is necessary between the mechanical regulation of wages 
on the basis of the cost of living and the regulation of wages 
solely by reference to the state of the market in the particular 
industry which might be under consideration ’’—which attempted 
compromise Miss Rankin dismisses as an “ attempt to split the 
difference between two losses, and as a result to show an absence 
of loss if not indeed a positive gain.’ In the third period, when 
both prices and prosperity were falling, the Court seems to have 
proceeded chiefly by way of withdrawing whatever increases 
were last given if the reasons for which they were granted were 
no longer operative. 

Throughout, Miss Rankin finds, confusion has been made 
worse confounded by the failure of the Court to distinguish 
between the policy of relating wages in one industry to the wages 
of similar workers elsewhere (the craft principle), and the entirely 
different plan (the industrial principle) of regulating the wages 
of all workers in an industry by the prosperity of that industry 
alone. The latter, she holds, is a highly dangerous proceeding, 
at least in those industries which have anything approaching a 
monopoly (or in non-industrial occupations such as Government 
service), since it enables the workers in one fortunate group of 
industries to exploit those of their comrades who are less happily 
placed. 

Miss Rankin, in short, chides the Court roundly throughout. 
Her analysis is acute and original, though at times less condensa- 
tion would have made it easier to follow. It is possible (only 
a first-hand study of the Court’s decisions could give the answer) 
that the Court has been groping along lines of its own less blindly 
than the book suggests. But in any case Miss Rankin’s criticism 
is a useful piece of work. BaRBARA WOOTTON 


The Slum: Its Story and Solution. By Harry Barnes. (Lon- 
don: P. S. King & Son. 1931. Pp. xv + 398. Price 
12s. 6d. net.) 


THE slum problem can hardly be treated adequately without 
going largely into the general question of housing; and thus 
Major Barnes’ book has a wider range than is covered by its title. 
The book falls into two parts. The first is historical, dealing 
with the growth and development of the problem up to the eve 
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of Burns’ Housing and Town Planning Act of 1909, whilst the 
later narrative, covering the last two of the author’s Eight 
Stages, is more general in character, and the Acts from 1909 
to 1930 are not treated in detail because ‘“‘ they have all been 
so well commented on and elucidated.’’ The second part, en- 
titled the Solution, deals with the practical problems of to-day, 
and the methods required for meeting them, ending with the 
optimistic conclusion that “‘ we really mean business and have 
found the solution to the problem of the slum: it can be done, 
it only needs to do it.” 

The historical part of the work is notable for a clear presenta- 
tion of the complicated issues involved, though this is not always 
assisted by the large number of very small chapters, which, with 
a similar fondness for short paragraphs, has involved some waste 
of valuable space. The distinction between the three main 
lines of development in the Shaftesbury (1851), Torrens (1868) 
and Cross (1875) Acts, and concerned respectively with the pro- 
vision of houses, the reconditioning of insanitary housés, and 
the clearance of insanitary areas is well made and should assist 
readers to get a good grip of pre-war housing policy, the three 
things being finally combined in the Housing Act of 1890, and 
expanded by the addition of Town Planning in the Burns Act 
of 1909. The author too makes the point that whilst the Shaftes- 
bury Act was for a long time largely a dead letter, its principle 
has formed the main basis of most post-war housing legislation. 

The author, moreover, has added to the interest of his treat- 
ment by associating it at various stages with prominent reformers, 
Chadwick and Shaftesbury, Torrens and Cross, Octavia Hill and 
Nettlefold. At times, indeed, he is apt to under-estimate unduly 
the part taken by public authorities. Thus his emphasis on 
the apathy of Local Authorities towards reconditioning needs 
to be qualified in view of the fact that, just prior to the War, com- 
pulsory action was dealing with some hundred thousand houses 
a year in this way. But his treatment of leading figures is ad- 
mirable, notably the comparison of Thompson and Nettlefold, 
and the sketch of Octavia Hill. Particularly apposite to present 
conditions is his remark that ‘‘ one day we shall arrange to be 
ready with work for every man and give him nothing if he will 
not work; we cannot do the latter without the former.”’ 

The inclusion of Chadwick brings out clearly the fact that 
the housing problem began as part of the problem of public 
health. It only gradually emerged as a separate problem, an 


emergence which the author identifies with the Torrens Act, 
No. 164.—voL. XL. Ss 
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though the beginnings of separate housing legislation had been 
made by Shaftesbury. Further, the very serious abuses that 
accompanied the era of non-interference and continued for long 
afterwards are forcibly brought out and remind us of what “‘ the 
beneficent order of natural liberty’ has meant in practice to 
the lives and homes of the poor. Moreover, the general diffi- 
culties and complications of the question are ably explained, 
as, for instance, in the chapters on the Legislation Tangle and 
Housing Powers. 

Indeed, the nature of the historical sketch causes regret that 
it was not carried through to 1930 instead of 1908. The later 
Acts have, indeed, as Major Barnes points out, been widely 
discussed, but it is doubtful if any clear and brief sketch of them 
exists, suitable for the general reader, and such as he has himself 
provided for the earlier years. Moreover, avoidance of the 
waste of space involved in short chapters and paragraphs would 
have enabled the addition to be made without increasing the 
bulk of the work, whilst parts of the treatment would have gained 
in force, and possibly in clearness, by grouping several smaller 
chapters into a single one. 

The second part is concerned partly with treatment of certain 
special problems, such as back-to-back houses and repairs, and 
partly with developing the principle of providing “‘ that antithesis 
of the slum, the adequate dwelling for the separate family,” and 
laying down suitable standards of adequacy. Incidentally, the 
author speaks in high terms of the Greenwood Act of 1930 as 
marking a real advance on any previous legislation, following 
Octavia Hill in holding that the cause of the evils of the slum 
is mainly in the habitation and only to a small degree in the 
habitant, and emphasises that the slum itself will create a slum 
character. He also criticises the undue niggardliness in providing 
medical officers with staffs adequate to their duties, which may 
be contrasted with what appears to have been a tendency in the 
past to excessive generosity to holders of insanitary property. 
Compare, for instance, Nettlefold’s statement, regarding Part I 
of the Housing Act of 1890, that “‘ certain persons bought small 
properties and let them fall into bad repair, so that they might 
be bought compulsorily at high prices.” This difficulty has 
since been removed, and the tendency in the Acts of 1919 and 
1925 was rather in the opposite direction, whilst the Act of 1930 
seems largely to have secured a fair balance between the interests 
concerned. 

Major Barnes’ book should have considerable value to housing 
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students and the general public, especially if it could be rendered 
more compact in a later edition and certain errors of detail cor- 
rected, such as a reference to the Poor Law Commission of 1836 
and the spelling of Forster of the Education Act of 1870 as Foster. 
One rather doubts, also, if Major Barnes’ Moralist of the time 
of the Poor Law Amendment Act really typifies the ideas of 
that epoch. But he has provided a narrative of the history 
of the problem up to 1908, useful criticisms of both measures, 


and interesting suggestions for the future. 
N. B. DEARLE 


Inthe Heart of South London. By Tue Ricur Rev. C. F. Garsort, 
D.D., Lord Bishop of Southwark. (London: Longmans, 
Green & Co. 1931. Pp. viii + 152. 3s. 6d.) 


Twenty years have elapsed since South London life was so 
vividly described in Across the Bridges, to which this book forms 
an admirable sequel; and it has great value, not only .on its 
merits, but as permitting an assessment of the progress achieved 
in the intervening critical years. Limitations of time and space 
have prevented as full a treatment as Mr. Paterson’s, but the 
ground is adequately covered, and the narrative, always interest- 
ing and humorous, is, when circumstances permit, delightful, 
as in “‘ Oases of the Desert.” The book deals first with the 
stages of the South Londoner’s life—Childhood, Rising Genera- 
tion, Men and Women—and then with the Problem of Over- 
crowding, the two chapters on this giving an excellent picture 
of the general housing question. 

Light and shade are mingled, but the light predominates : 
the evils depicted are mostly no worse than in the past, though 
the growth of gambling is an exception. The good—and there 
is much good—represents a clearer advance. Worst of the blots, 
bad housing, is directly fruitful of evil, both moral and physical, 
and often proves a serious drag on the outlook of those affected. 
“The middle-aged man and his wife may become effortless and 
apathetic,” a tendency which was strongly emphasised in Across 
the Bridges. Wages again are still often unduly low, and, ‘‘ whether 
the man is employed or unemployed, there is a struggle to make 
ends meet,’ whilst some families on unemployment benefit 
‘* just manage to ward off starvation,” and this (May Committees, 
please note) at 1931 rates and prices. Excessive rents appear 
sometimes to aggravate these difficulties. 

Nevertheless, much has been achieved. Real wages have 


definitely risen, and the unskilled labourer “‘ has more to spend,”’ 
ss2 
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thus enjoying, perhaps for the first time, a standard of living 
and not of mere existence. The people, including the unem- 
ployed, are better fed, clothed and educated, and, whilst alive 
to possible evils of the insurance system, Dr. Garbutt emphasises 
its benefits, compared with previous conditions when the un- 
employed and their families were often half starved. Education, 
again, is increasingly appreciated, ‘‘ now that a generation of 
parents has passed through the schools,” and summonses for 
non-attendance are one-ninth of what they were; whilst the 
splendid work of the teachers receives a just and generous tribute. 
‘* And most hopeful of all are signs of a new and dim resentment 
of their lot,” creating a desire to strive for better things, particu- 
larly better housing. Indeed, perhaps the most cheering feature 
of this admirable little book is the evidence that the improvements 
already achieved in standards of life are creating, as Adam Smith 
predicted, ambitions for further progress to a life that is better 
still. N. B. DEARLE 


International Migrations. Vol. I. Statistics. Compiled on behalf 
of the International Labour Office, Geneva, with introduction 
and notes, by Imre Ferenczi and edited on behalf of the 
National Bureau of Economic Research by Watrter F. 
Wittcox. (New York: National Bureau of Economic 
Research, Inc. 1929. Pp. 1112.) Vol. IL. Interpretations. 
By a group of scholars in different countries, edited on behalf 
of the National Bureau of Economic Research by WaAurTErR F. 
Wititcox. (New York: National Bureau of Economic 
Research, Inc. 1931. Pp. 715.) 


Tue National Bureau of Economic Research is to be con- 
gratulated on the publication of these two large volumes. The 
modern migration movement, which may be said to date from the 
discovery of America, and which reached its maximum about the 
end of the nineteenth and beginning of the twentieth centuries, 
is to a large extent a movement of Europeans to the great spaces 
of North and South America, South Africa, Australia and New 
Zealand, but we are apt to forget that other migration movements, 
smaller in volume but by no means unimportant for the political 
and economic development of the countries concerned, were 
taking place during a part of that period. There has been, for 
instance, a movement from Asia to the lands which the white man 
had already commenced to colonise, a movement of Asiatics from 
one part of Asia to another, and, finally, a movement of Europeans 
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from one part of Europe to another. These latter so-called 
“continental ’’ movements have, in fact, become particularly 
important in the post-war world, as the older “ inter-continental ” 
movement has to some extent played itself out and shows un- 
mistakable signs of decline. 

The reasons for this decline are numerous and are not, of 
course, examined in any detail in the two volumes before us. 
That is not their purpose. What they set out to do is to provide : 
(1) the statistics of all migration movements from the earliest 
recorded figures in each country down to the present day, and 
(2) an interpretation of those statistics by scholars familiar with 
the migration movement in the countries they write about. 

The first volume consists of a large mass of statistics arranged 
country by country and a number of international tables, together 
with descriptive notes on each of these two sets of tables. As far 
as possible information is given not only with regard to the 
volume of the movement, but also its direction and the aecupa- 
tions, sex and ages of the migrants. The industry and ingenuity 
shown by the compiler in discovering old statistics in all sorts of 
out-of-the-way places are most praiseworthy, but the presentation 
of these statistics must have caused very great difficulties. 
Unfortunately, migration statistics—like many other statistics 
covering such a long period—are not comparable from one date 
to another even for one particular country, and are still less com- 
parable as between different countries. The methods of compiling 
the statistics vary, and in particular different definitions of an 
emigrant and an immigrant are adopted. No international agree- 
ment has been reached even now on the definition of a migrant, 
although the most strenuous efforts were made at the Rome 
Conference of 1924 and elsewhere to find a uniform definition that 
everybody could agree to. Finally, it must not be forgotten that 
statistics have in recent years been collected with much greater 
care and accuracy than was the case in the earlier years covered 
by this study. 

These tables must therefore be considered more as the raw 
material for other investigators than as forming a complete whole 
in themselves. It is even open to question whether there is much 
scientific value in the international tables which give the appear- 
ance of comparing things which are not really comparable. Thus 
the British statistics up to comparatively recently have referred 
not to emigrants but to passengers as a whole. The German 
statistics refer at one time partly to passengers and partly to 
emigrants, and hardly any set of figures means the same thing 
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throughout the period covered. The omission of these tables 
would not have destroyed the value of the national tables, which 
are a mine of information for all investigators in this field. 

The accompanying notes are interesting, but unfortunately 
they show signs of hasty preparation, and contain a number of 
errors and loose statements. Thus, for example, Newfound- 
land has never formed part of the Dominion of Canada (p. 85), 
and in Great Britain it was not “ the local authorities ’’ but only 
the poor law authorities that were authorised to assist emigration 
in the middle of the nineteenth century, and this assistance could 
be granted only to poor persons whether in receipt of relief or not. 
More serious is the statement that ‘‘ the fact that there is on one 
side a thickly populated territory with an intensive economic 
régime, and on the other side whole continents with small popula- 
tions and great economic possibilities, is bound to lead to increased 
migration.”” This may, of course, be so, but it is a dogmatic 
statement which is highly controversial and is out of place in a 
statistical presentation of past movements. It would be very 
easy to produce strong arguments on the other side. It is 
practically certain, of course, that oversea migration will increase 
from the very low level (a minus quantity in many countries) to 
which it has fallen during the economic depression. But whether 
it will increase much or at all beyond what it was in 1920-25 is 
problematical. It might be argued that technical progress makes 
proportionately less labour necessary and that the population 
will increase fast enough in the immigration countries themselves 
to meet most of their requirements. Again, rationalisation has 
now reached agriculture, and the introduction of the combine has 
made a vast difference to the demand for labour in that field. 
Where, then, is the greatly increased migration going to? On the 
other hand, it is interesting to note that, according to the statistics 
available, about 55 million people emigrated from Europe to 
other continents from 1820 to 1924, and that of these emigrants 
about 36 million went to the United States. These two figures 
are very approximate and may be very inaccurate, but the pro- 
portion that migration to the United States bears to the whole 
movement is probably fairly correct. 

It is, however, to Volume II that we turn for the interpretation 
of the movement which is depicted in the tables of Volume I. 
The different chapters are naturally of varying merit. Two of the 
most interesting are from the pen of the editor himself and deal 
respectively with the increase in the population of the earth and 
of the continents since 1650, and with immigration into the United 
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States. Theyare bothvery welldone. Oneof thegreat difficulties 
of the former investigation lies in the uncertainty which exists with 
regard to the population of China even at the present day. Pro- 
fessor Willcox examines this problem in considerable detail and 
comes to the conclusion that the Chinese return of 1910 is probably 
the most accurate available. He therefore puts the population of 
China at 342 million instead of the much larger figure adopted by 
many authorities on the subject. On this basis he reaches the 
conclusion that the population of the earth has increased from 
465 million in 1650 to 836 million in 1800, and 1,820 million in 
1929. A further table giving the percentage distribution con- 
tinent by continent seems to show that the percentage of the 
world’s population in Asia has been steadily declining for a long 
time past and amounts at present to about 52:4. In his second 
chapter Professor Willcox makes a fresh examination of Francis 
A. Walker’s famous statement that foreign immigration into the 
United States “ amounted not to a reinforcement of our population 
but to a replacement of native by foreign stock.” This view is 
often accepted very uncritically by modern restrictionists across 
the Atlantic, but Professor Willcox brings forward strong evidence 
in support of the thesis that neither Walker’s statement nor the 
contrary view that immigration increases the population by an 
amount equal to its number is accurate; the truth lies somewhere 
between the two and it is impossible to determine where. 

It is clearly out of the question to refer in any detail to all the 
chapters in this book. Apart, however, from the description of 
the movement out of or into the different countries, which is their 
main purpose, a number of general problems are discussed incident- 
ally which merit special consideration. Thus, Dr. C. E. Snow in 
his chapter on emigration from Great Britain says that for a 
considerable part of the nineteenth century the motive con- 
trolling British emigration was mainly the force expelling people 
from their own country and not the force attracting people to 
other countries. This seems to be put too dogmatically. Unless 
there is a good reason for leaving one’s own country it is quite 
obvious that people will not emigrate. On the other hand, unless 
conditions are favourable overseas they will still not emigrate 
however strong the forces are at home, and it has been found that 
the fluctuations in emigration are due far more to the conditions 
in the country of immigration than to those in the country of 
emigration. Sir Robert Giffen pointed this out in connection 
with British emigration in 1885, and it is likely that similar 
influences were at work in earlier years. Moreover, Dr. Harry 
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Jerome in his book on Migration and Business Cycles came to the 
conclusion that in the United States even between 1820 and 1890 
“ the cyclical fluctuations in immigration are to a large extent a 
reflection of the industrial conditions of the United States, the 
effect upon immigration evidently becoming apparent in some- 
thing less than a year.’ It is also of interest to note that Mr. 
Adolph Jensen of the Danish Department of Statistics comes to 
the same conclusion for emigration from the Scandinavian 
countries from 1866 onwards. 

Dr. Burgdorfer of the German Statistical Office tackles the 
difficult problem of the money value of emigration. In this 
question we have first to decide whether emigration is really a 
loss or a gain to the country from which it goes. Judging by the 
amount of effort and money spent in encouraging the movement, 
emigration should be considered rather as a gain. On the other 
hand, it is argued that the country of emigration loses because the 
emigrants are among the most active and ambitious elements 
among the population. Even in the immigration country nowadays 
the advantage of new producers to a community suffering from 
severe unemployment due to technical progress or other causes is 
by no means an unmixed blessing. These questions are social 
and political as well as economic, and it is doubtful whether much 
value can be attached to an elaborate investigation of the exact 
money value represented by an emigrant. 

Finally, reference may be made to Professor Hersch’s interest- 
ing discussion of the migration of Jews. The material is not 
particularly new because, as a matter of fact, the subject had 
already been dealt with more fully by the author himself before 
the war. But this chapter is probably the best short description 
of the history of the modern Wandering Jew to be found in the 
English language, and it brings out a number of striking facts. 
What is new is the reference to Palestine, since immigration into 
Palestine is, of course, mainly a post-war movement, and it is 
worthy of note that Professor Hersch gives reasons for thinking 
that there are insurmountable difficulties in the way of the estab- 
lishment of Jews in that country and that Palestine is ill-fitted 
to absorb an immigration, however small, of non-agricultural 
elements. 

Generally speaking, these two volumes provide investigators 
with an indispensable source of information on migration move- 
ments during the nineteenth and early twentieth centuries. 

D. Curistre Tart 
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Essays on Population and Other Papers. By JAMES ALFRED 
Fretp. (University of Chicago Press. 1931. Pp. xviii + 
440. 16s.) 


THE early death of Professor J. A. Field was a shock to his 
friends, a loss to scholarship and deprived the University of 
Chicago of one of its greatest teachers. So much of his work, 
published and unpublished, as could be assembled, has been 
gathered together in this volume. Great care has been expended 
by the editor, Mrs. Hohman, upon her task, which was not easy. 
Three of the papers printed here have been reconstructed from 
lecture notes; the longest and most important essay was left 
incomplete by the author and has been supplemented by the editor 
from other material. Dr. Bonar contributes a foreword and the 
editor a brief memoir. 

Field is best known for his essay on the early history of the 
birth-control movement in England which was published in 1911. 
In this essay he opened up an important field of research which 
has since attracted others of his countrymen. Twelve out of the 
fifteen pieces included in this volume are related to various 
aspects of the population problem. It seems that he was early 
attracted to these subjects. The opening essay in this volume 
dates from 1906 and was written when he was an instructor at 
Harvard. It is characteristic of the man that it was never 
published. It is a long and valuable essay on the Malthusian 
controversy in England. It is admirably written and exhibits a 
profound acquaintance with a large range of literature. Like all 
his work it is more than excellent scholarship. Field was pro- 
foundly interested in the population problems of his own day as 
they affected the lives of men and women around him. He took 
an active part in the various movements, birth-control, eugenics 
and so on, and this living human interest shows through his 
historical work. There is a remarkable mixture of learning and 
humanity in all these pieces. 

Field was not, and had no wish to be “ productive.” What 
he said of a colleague may well be said of himself. “‘ He was not 
a person of results so much as a person of development. His 
thinking was a process and not a matter of conclusions. Had he 
lived to twice the length of his life, he would perhaps have done 
not very much more than he did do to indicate to those who came 
close to him what manner of scholar he was, or to define the way 
in which he believed that the work in which he was engaged 
should be carried through.” After graduating at Harvard in 














624 THE ECONOMIC JOURNAL [DEC. 


1903 he worked there for a little time as instructor. In 1908 he 
accepted a post at Chicago, where he remained until his death. 
He was a great teacher, but his influence extended far beyond 
the class-room and was felt all through the undergraduate body. 
He took an active part in the civic life of the city and did not a 
little to raise the respect in which the university was held. 
Altogether a man of most unusual qualities who can ill be spared. 
A. M. Carr-SaunDERS 


The Economic History of England. II and III. The Age of 
Mercantilism. By E. Lipson, M.A. (A. and C. Black. 
1931. Pp. 464 + 542. 30s.) 


Tue form of this work is admirable. Indeed, if the volu- 
minous notes had been relegated either to the end of the chapter 
or the volume, it would have made chaos for the reader. So too 
is the arrangement, as a whole and within each chapter. The 
work concludes with a full list of authorities and a full index. 
The index is mainly analytical and therefore in the main of value. 

Mr. Lipson now continues his Economic History of England, 
(of which Vol. I, The Middle Ages, has passed through five editions) 
into what Cunningham called Modern Times. The two new 
volumes correspond to Cunningham’s single Vol. II, The Mer- 
cantile System. It is not, however, easy to say where the present 
work begins and ends. Most of us would say that it is a general 
economic history of England from the Age of Elizabeth to the 
Eve of the Industrial Revolution, say 1550 to 1750. But the 
author, in his enthusiasm for antecedents of fact and anticipations 
of thought, often pushes back in his detail to medieval times ; 
and of set purpose ends on a very ragged front. For he is always 
anxious to avoid the suggestion that the Industrial Revolution 
was in fact a revolution. This sort of terminus is fundamental 
to the author’s point of view, but the beginning surely would 
have been stronger if, instead of plunging at once into the four 
stages of evolution, with that mythical Stage One of ‘“ house- 
hold ” industry, he had drawn in firm outline a few of the funda- 
mental differences and links between medizeval and modern 
times. But once started, we find the going good. Chapter I 
takes us through Industry, industry by industry; Chapter II 
through Foreign Trade, company by company, in so far as foreign 
trade was conducted by companies. In effect, we have mono- 
graphs within monographs. The technique resembles that of 
Professor W. R. Scott, save that relatively more space is given 
to the presentation of opinion, as opposed to factual analysis. 
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The sections are strongest when they are showing the evolution 
from the central regulation of Tudor and early Stuart times to 
the looser, freer framework of, say, 1660 onwards. Among com- 
panies, the Hudson’s Bay Company, which passed with such 
wonderful significance into the Canadian West of to-day, receives 
slender treatment. It is not that the author does not take us 
into the nineteenth century, but. rather that he does not make 
clear what it signified in the eighteenth. Professor Scott’s 
treatment is equally unedifying. The section might be re- 
written in the light of H. A. Innis’ Fur Trade of Canada, 1930. 

In Chapter IIT, Agriculture, we enter a maze. We have no 
map, to take the place of separate industries; and we are asked 
to accept or reject this or that interpretation of problems and 
points about which others have written books. But it is almost 
impossible to find out in what part of England we are, what the 
author understands by grass land, and so on. The terminus, 
too, is inconveniently ragged. Tull, Townshend and Bakewell, 
the early pioneers of agricultural progress, are mentioned in a 
single solitary sentence, at the conclusion of a paragraph con- 
cerned with anticipations of their ideas. But Corn Markets 
and Corn Laws are analysed to the end of the eighteenth century. 
Yet Tull, the greatest individual improver in the annals of agri- 
culture, lived and farmed not around 1800, but around 1700. 

Chapter IV, The Mercantile System, is the opening chapter 
of Volume III; followed by Chapter V, The Control of Industry, 
and Chapter VI, The Relief of the Poor. Chapter IV is in a 
sense the key chapter of the work; for it is the one which gives 
its name to the whole. What then is Mercantilism? Mr. Lipson 
defines it, or rather says that it ‘‘ denoted the pursuit of economic 
power in the sense of economic self-sufficiency. Its underlying 
idea was to establish the power or strength of a State by making 
it independent of other States in the economic sphere.” It 
certainly did not denote this to Adam Smith, who made current 
the phrase, mercantile system. By this Adam Smith meant the 
commercial system, as opposed to the agricultural system of 
French physiocracy. Its central feature, as a policy, was the 
pursuit of a favourable balance of trade through control of the 
course of particular trades. This was its monetary core; and 
as applied by England it did not stand for insular self-sufficiency, 
but for an aggressive policy of forcing the export trade and staking 
out claims to new and distant markets. Schmoller in Germany 
took the phrase and gave it its -ism. With him, it has no special 
reference to a merchant’s policy. It denotes the emergence 
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of nationality in economic life: it is the stage which follows 
parochial or municipal policy; and of course there are abundant 
traces of this evolution in England, in its corn laws, poor laws 
and so on. But in this broad sense mercantilism gives us no 
clue to the distinctive evolution of England. And this, I suggest, 
is where Cunningham’s lead is better than that either of Schmoller 
or Mr. Lipson. For he opens his Vol. II with a resounding 
emphasis on the national ambition for Maritime Power, the 
distinctive policy of an island of merchant traders determined 
to expand into a commercial empire. To such a policy the 
Navigation Laws and Old Colonial System of Mercantile England 
were fundamental. Mr. Lipson seeks to combine the universa- 
tility of Schmoller’s view with a distinctive interpretation of 
England; and I think the result is confusion. Mr. Lipson dis- 
approves of the Navigation Laws. He points to the capacity 
of the Dutch to survive them, and even to profit by them owing, 
inter alia, to the disabilities they imposed. on English ship- 
building costs. But does he not commit here the very error 
against which he warns us when he says of Colonial policy itself, 
“* Colonial legislation must be treated not as a mosaic of dis- 
jointed fragments, but as the expression of co-ordinated lines 
of policy”? (III. 154)? Bounties, drawbacks, colonial restric- 
tions and Navigation Laws stood or fell together. The last 
were the arrow-head of the policy; and even though they out- 
lived their day, as Adam Smith believed in 1776, they got there 
in their day. They did not give us the Dutchman’s profitable 
entrepét trade between the Baltic and the Mediterranean, but 
they helped us to the much greater result of making London 
the entrepét between the Old World and the New. Mr. Lipson, 
in the mood of Unwin and Professor Scott, finds that the laws 
and wars of Cromwellian times were pernicious. But are we to 
believe that the authors of the massacre of Amboyna were pre- 
pared to deal with England with Cobdenite peacefulness in the 
North Sea of the seventeenth century? I for one cannot. If 
Mr. Lipson condemns the Navigation Laws, I believe he must 
condemn the whole of Mercantilism; but this he clearly does 
not. In fact, he seems here the embarrassingly loyal disciple 
of that otherwise generally anticipated and much-overrated 
fellow Adam Smith—an economic convert without the master’s 
saving political sense. 

Mr. Lipson’s animus against Adam Smith leads to strange 
things. At III. 50, in a study of Protection, we are switched 
suddenly to Inventions. Why? Because they were more potent 
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in advancing free trade than the theoretical arguments of Adam 
Smith! Mr. Lipson keeps by him a rubbish heap of ‘“‘ commonly 
supposed,” “‘ usually believed,” ‘‘ sometimes asserted ’’ things, 
which he discards for his own interpretations. One of these is an 
Adam Smith who suddenly by a book reversed the trend not 
only of policy, but of events. It is, however, the very essence 
of Adam Smith that he went along with events and recommended 
in economic policy the fast-spreading liberalism of his age. 
Another is an Industrial Revolution which crashed over England 
out of nowhere. But who ever did or does suppose or believe 
or assert this? ‘Those who follow Marx and Toynbee in using 
the phrase insist thereby that the pace of change quickened 
tremendously around 1760 and produced epoch-making changes 
in the structure of industry and the manner of life, which were 
incomparably more profound than any changes around 1660 
or 1560 or any other previous time. Certainly Mr. Lipson does 
not disprove the Revolution by showing how well the stage was 
set for this profound phenomenon. For him, however, there are 
no Rockies, because the Rockies have foot-hills. 

At III. 114 a paragraph on the Treaty of 1786 opens ominously 
with, “‘In concluding a treaty of commerce with France the 
younger Pitt may have been fortified in his opinions by The 
Wealth of Nations; but there appear to be no valid grounds for 
the common assumption that the beginnings of free trade were 
due to the influence of Adam Smith,” and it concludes thus: 
“In short, the beginnings of the free trade movement in England 
were dictated by practical considerations, in which abstract 
doctrines of economic freedom did not have the influence com- 
monly assigned to them.’ Assigned by whom? Since Schelle’s 
Dupont de Nemours, 1888, it has been clear that the author of 
the Treaty was de Nemours. In France the doctrinaires carried 
the day against industrial opinion, as they did again in 1860. 
But who has ever supposed that this was so in England? In 
1786 in England the new industrialists triumphed: cotton, iron 
and pottery, the banner-bearers of the Industrial Revolution. 
Mr. Lipson says that the passage of the Treaty did not produce 
a single hostile petition. But Mr. Witt Bowden (Industrial 
Society in England, pp. 183-5) gives detailed evidence of the 
organised opposition and protest of the older trades, as recorded 
in official documents. Mr. Lipson says, “‘ The real cause of the 
change was not any theoretical demonstration of the benefits 
of free trade, but the confidence which English industrial interests 
now felt in their ability to meet foreign competition.” But 
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Mr. Bladen in Economic History, No. 3, p. 366, concludes his 
analysis of the Wedgwood documents with the cautious opinion, 
‘* Perhaps it was less their confidence in their unmatched superi- 
ority, and more the pressure of increasing production in a 
restricted market, that explains the liberalism of the new manu- 
facturers.” One cannot help feeling that if only Adam Smith 
had not in his edition of 1784 added a strengthening clause in 
favour of such a treaty, Mr. Lipson would have written otherwise. 

In his last two chapters Mr. Lipson leaves opinion, where 
he is weak, for structure, where he is strong. Valuable sections 
on Capital and Finance, Wages, Unemployment, Gilds, Patents 
of Monopoly, Trade Unionism bring together a mass of first- 
hand knowledge, subject by subject, until we arrive finally at 
Relief of the Poor. In this last there is abundant information 
about everything except the leading clauses and cardinal prin- 
ciples of the 43rd of Elizabeth, C. 2. (1601). If this, the funda- 
mental act, were printed in extenso in an appendix, then the 
various anticipations and amendments with which the author 
is concerned would be more easy to comprehend. We should 
have then both the wood and the trees. 

In conclusion, this is a work of notable scholarship. The 
general ideas by which the facts are joined together are less 
valuable. Where they touch on price or money they are not 
those of a writer familiar with economic theory. Mr. Lipson 
concludes Vol. II by saying of the Corn Laws to 1815, “‘ It appears 
evident from the range of prices that they did not make bread 
dearer.” But to an economist it would not appear thus evident. 
The whole point is whether the price, but for the Corn Laws, 
would not have been lower still. But even though this and 
similar criticisms could be made on Mr. Lipson’s theory, the 
theory after all is not the main part. The main part is a rich 
storehouse of facts, and Mr. Lipson gives freely of his treasure. 

C. R. Fay 


The Cotton Trade and Industrial Lancashire, 1600-1780. By 
ALFRED P. WapswoRTH and JULIA DE Lacy Mann. (Man- 
chester University Press. 1931. Pp. xii + 539. 25s. net.) 

Tue Lancashire cotton manufacture has occupied a prominent 
place in all accounts of the English “‘ Industrial Revolution ”’ ; 
yet the earlier history of the industry remained strangely 
neglected until quite recently. Baines, in his classical History 
of the Cotton Manufacture, devoted only two short chapters to 
the development of the British industry before 1760. The real 
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significance of the earlier period was hinted at, almost for the 
first time, in the first two chapters of Professor Daniels’s Harly 
English Cotton Industry (1920); but even Professor Daniels’s 
account is reduced to the dimensions of a brilliant essay by the 
detailed and scholarly work which has now been produced by 
Mr. Wadsworth and Miss Mann, as the result of a decade’s patient 
research. . 

Mr. Wadsworth and Miss Mann have not been content to 
study merely the documentary material which could reasonably 
be expected to yield information about the cotton industry ; 
they have delved in some of the most unlikely places, and have 
found hidden treasure in unexpected profusion. In the records 
of the Palatinate and Duchy of Lancaster they have discovered 
great masses of unused material illustrating the industrial, com- 
mercial and financial organisation of Lancashire during the 
seventeenth and eighteenth centuries. From the Archives 
Nationales and other French sources they have solved the mystery 
of John Kay’s later life, and have brought to light the remarkable 
career of John Holker, the Stretford calenderer who served with 
the Young Pretender’s army in 1745, escaped from Newgate, 
fought with the French army in Flanders, became Inspector- 
General of Foreign Manufactures under the French Government 
and played an important part in the development of the French 
cotton industry. From the Exchequer records they have ex- 
tracted the industrial autobiographies of more than a hundred 
Manchester weavers of the earlier eighteenth century. In the 
Wigan Library they have discovered the Linen and Cotton Broad- 
Ware Weavers’ Apology of 1758, which was necessary to supple- 
ment the Worsted Small-Ware Weavers’ Apology of 1756, found 
by Professor Daniels in the Manchester Reference Library. 
Behind the seventeenth-century panelling of Hacking Hall (near 
Bolton) were discovered fragments of cotton cloth and cotton 
yarn, rammed in together with letters and business memoranda 
of the years 1607-10, which contain some of the earliest known 
references to the Lancashire cotton industry. Other new evidence 
analysed by Mr. Wadsworth and Miss Mann came from such 
varied sources as the India Office, the House of Lords, the Staats- 
Archiv of Vienna, the Lancashire County Records, manuscripts 
in the Birmingham Reference Library as well as in six Lancashire 
reference libraries, and the private records of several business 
firms of the seventeenth and eighteenth centuries. 

There is, indeed, more new and important material embodied 
in the book than can be appreciated at a first (or even a second) 
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reading; the dazzled reviewer can merely indicate some of the 
special features which contribute to the book’s pre-eminence 
over earlier histories of the cotton industry. Perhaps the most 
fruitful part of Mr. Wadsworth’s work has been his investigation 
of the commercial and financial organisation underlying the 
Lancashire textile industries during the pre-factory age. His 
detailed account of the London and Manchester business of the 
Chethams during the earlier seventeenth century has led him to 
analyse a bewildering variety of types of industrial production, 
dependent on the activities of an extensive network of middlemen, 
and involving very intricate credit relations. To the industrial 
organisation of this early modern period economic historians 
have given various names, such as the domestic system, the 
merchant employer system, the putting-out system, the com- 
mission or factor system; Mr. Wadsworth’s work seems to make 
it clear that none of these names is adequate to cover all the 
cases. Indeed, the reader is tempted to conclude that there 
were almost as many ‘“‘ systems ”’ as there were middlemen. 

The complexity of Lancashire economic organisation during 
this period may be realised from Mr. Wadsworth’s analysis of 
the Manchester linen draper’s functions as a controller of in- 
dustrial production. Apart from the more obvious commercial 
side of his business, the Manchester linen draper of the later 
seventeenth century engaged in “ buying and selling, putting 
out linen yarn [and] cotton wool to the spinning, winding, warp- 
ing, weaving’; he also controlled the finishing processes, ‘‘ the 
calendering of linen goods, the perching, dyeing and cutting of 
fustians.”” Sometimes he advanced cotton and yarn to middle- 
men manufacturers known as fustian makers; sometimes he 
put out the work directly from his own warehouse to domestic 
spinners and weavers, sometimes he employed a country putting- 
out agent. The country agent, in his turn, is found on closer 
inspection to have performed a great variety of functions, ‘‘ as 
putter-out on commission of cotton to be spun into weft, and 
of cotton weft and linen warp to be woven into fustians; as 
buyer on commission of the linen yarn for warps; as collector 
on commission of cotton weft spun in the country.” Often he 
acted also as a maker of fustians on his own account, obtaining 
the materials on credit from the draper and bartering the fustians 
with him for a cash balance and a further supply of materials. 
Such a complicated organisation of domestic industry necessitated 
a very elaborate credit mechanism, and it will be evident that 
by the later seventeenth century “the functions which were 
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later to be those of the banker were performed by the trader 
as a normal part of his business. . . . Country banking grew 
up as a by-product or offshoot of commercial capitalism.”’ Mr. 
Wadsworth explains the credit mechanism of the period in detail, 
with specific instances drawn from the Palatinate and Duchy 
records. 

In the later seventeenth and earlier eighteenth centuries 
some of the mercantile and manufacturing houses of Manchester 
became of national or even international importance. In particu- 
lar, the hectic career of Samuel Touchet suggests that he would 
have been as much at home among the monopolistic mergers 
and financial manipulation of the earlier twentieth century as 
in those of the earlier eighteenth. Touchet inherited a share 
in the family business of manufacturing and dealing in linen and 
cotton goods at Manchester. He went to London as a young 
man, probably as the firm’s City representative. Very quickly 
he developed extensive commercial interests in the import of 
raw cotton from the Levant and the West Indies, of linen yarn 
from the Continent, and in the slave trade. By the 1750’s he 
had become one of the most prominent financiers in London, 
and it was as a financial expert that he was returned to Parlia- 
ment in 1761, in the Government interest. He had developed 
a considerable money-lending practice among the younger mem- 
bers of the nobility; his shipping interests included insurance- 
broking, speculation in naval prizes, and bill dealings with the 
West Indies. Yet he still retéined his original interest in the 
cotton industry. His purchases of raw cotton were so extensive 
that he was accused (perhaps justly) of attempting to organise 
a ‘‘corner”’; while at the same time he was negotiating with 
Lewis Paul, the inventor of the first roller-spinning machinery, 
in what may have been an attempt to secure a monopoly of the 
new cotton-spinning factories. Touchet had too many-sided 
and meteoric a career to be regarded as a typical Lancashire 
business man of the eighteenth century; but the biographies 
of many of his Manchester contemporaries, scattered (as it were 
casually) throughout Mr. Wadsworth’s pages, reveal a widespread 
spirit of enterprise and a capacity for large-scale operations which 
were not so common among their continental rivals. 

The ‘high degree of practical individualism’ which dis- 
tinguished the merchants and manufacturers of Lancashire may 
have been one reason why the English cotton industry forged 
ahead of the French during the later eighteenth century. A 


particularly interesting feature of Miss Mann’s work is her frequent 
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reference to the progress of French industry, for the purpose of 
keeping English industrial development in its true perspective. 
The industrial relationship between England and France was 
evidently not so one-sided as many writers have supposed. It 
is true that English malcontent industrialists like John Kay, 
John Holker, and Elias Barnes helped to spread the use of English 
machines throughout France; but French inventors were almost 
as active as the English, though they were certainly less successful. 
If Englishmen were supreme in mechanical invention, French- 
men seem to have been superior in some branches of industrial 
chemistry. The long struggle of the English manufacturers to 
discover a satisfactory ‘‘ Turkey red” dyeing process was futile 
until Louis Borelle in 1784 disclosed the secret of the French 
dyers to the Manchester Committee of Trade; and it was the 
chlorine process of the French chemist, Berthollet, which trans- 
formed the English and Scottish bleaching industries. In the 
eighteenth century the English were not regarded as an inventive 
race; there was a proverb that ‘‘ for a thing to be perfect it must 
be invented in France and worked out in England.” Even in 
experiments with spinning machinery the French were not much 
behindhand. The only really original idea in the evolution of 
the water frame was Lewis Paul’s conception of spinning by 
rollers; and Paul (known to some of his English acquaintances 
as ‘‘Mounsieur”’ Pau, or Po) was almost certainly of French 
extraction. 

All through the eighteenth céntury the French Government 
was far more solicitous in its protection and encouragement of 
technical progress than was the English Government. English 
inventors, organisers and artisans could be reasonably sure of 
financial backing and a government pension if they settled in 
France. By 1760 France had the beginnings of a far more com- 
plete factory system than anything which had yet appeared in 
the English cotton industry. French manufacturers had access 
to rather cheaper raw materials, a wider home market, and almost 
equally good access to overseas markets. Yet the English cotton 
industry drew steadily ahead of the French during the later 
decades of the century. Miss Mann states the problem in a 
nutshell in her account of Kay’s fly shuttle. “In England Kay 
met with jealousy and dislike, but the weavers, after a good deal 
of preliminary grumbling, pirated his invention. In France 
he was patronised by the Government and given every facility 
for popularising the fly shuttle, but its use died out within a 
generation.”” Roland de la Pl&tiére accounted for the failure 
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of the fly shuttle in France by enumerating its technical defects ; 
but these technical defects hindered the adoption of the fly 
shuttle in England also—until the English weavers and manu- 
facturers removed them. 

If it was the greater adaptability and perseverance of the 
English weavers which made the history of the fly shuttle dif- 
ferent in the two countries, perhaps the greater independence 
and initiative of the English manufacturers was one reason why 
the English cotton industry as a whole drew ahead of the French, 
and why Lancashire drew ahead of the other cotton manufactur- 
ing districts of England. No doubt the dampness of the air 
and also the abundant supply of soft water in East Lancashire 
were factors favourable to the growth of the cotton industry 
there; but an equally important circumstance was the fact that 
Lancashire was already (before cotton was used in the English 
textile industries) a considerable manufacturing district with 
a plentiful supply of cheap labour, which was comparatively 
free from corporate and statutory restrictions. Trade corpora- 
tions and municipal restrictions remained a normal feature of 
French industrial organisation until the Revolution; whereas 
in England such corporate restrictions were almost obsolete by 
the eighteenth century, and had never existed at all in the cotton 
manufacture. Miss Mann emphasises the fact that priority in 
technical invention was comparatively unimportant as a cause 
of England’s industrial supremacy in the later eighteenth century. 
She concludes that ‘‘ the new machinery spread quickly in Eng- 
land because the whole community was interested in it. The 
freer organisation of industry and the higher standard of life 
among working men facilitated experiment. . . . A consideration 
of the greater political security, the larger capitals, the freedom 
from even the shadow of restriction . . . may go some way to 
answer the question why in the cotton industry as in others 
England preceded France.” 

Mr. Wadsworth and Miss Mann have forestalled criticism 
by apologising for a certain lack of unity and a looseness of frame- 
work which are almost the only considerable defects in their 
book. Itis, certainly, a little disconcerting to find that industrial 
Lancashire may extend, for the purposes of the economic historian, 
not only into Cheshire and Yorkshire but also into Derbyshire 
and Staffordshire. It is also rather confusing, at a first reading, 
to find that a chapter which begins with an account of the Man- 
chester small-wares manufacture goes on to describe the manu- 


facture and bleaching of linen tapes near Leek, the growth of a 
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factory system in the silk industry, and the beginnings of British 
calico-printing. Nevertheless, the authors are fully justified 
in their plea that ‘‘ the economic history of the seventeenth and 
eighteenth centuries is still largely a trackless territory, across 
which each must drive his own paths .. . tentative and ex- 
ploratory, and sometimes digressive.’”” Another possible criticism 
of the book concerns the fact that it ends somewhat abruptly 
at 1780, a date which the authors have chosen as marking the 
end of the first experimental period in the growth of the factory 
system. This has caused several of the chapters (notably Chap- 
ters VII and XV) to stop short at a most exciting point, almost 
as if they were “ to be continued in our next instalment.” But 
apparently the authors do not intend to publish any further 
instalment; they modestly suggest that the task must be left 
to ‘‘abler hands.” All students of economic history will hope 
that this pernicious modesty may be broken down, and that 
Mr. Wadsworth or Miss Mann (or both of them) may be persuaded 
to write two further volumes on the same scale, bringing the 
history of the Lancashire cotton trade down to 1914. 
ARTHUR REDFORD 


The Old Trade Unions. By Wiit1am Kipprer. (Allen and 
Unwin. 1930. 7s. 6d.) 


Mr. Kipp1ee has collected in this book a number of picturesque 
details from the records of the Brushmakers’ Trade Union in 
the nineteenth century. His book will be appreciated alike for 
its human and for its historical interest. Accounts of the system 
of tramping, by which unemployed members followed a recognised 
course of 1,210 miles in search of work, the Society providing 
them with beer and bed at appropriate intervals; of the shop 
custom of noisy demonstration on the first stroke of twelve on 
the day when an apprentice completed his seven years’ inden- 
tures; of the constant financial difficulties of the Society, of the 
loans from one Union to another, and, above all, of the recurrent 
rescues from bankruptcy effected by timely advances from the 
landlord of the public-house where the Society’s meetings were 
held; of the custom of collecting opinions or votes on matters 
submitted to the members by means of a tin box carried from 
shop to shop by unemployed members detailed for that duty ; 
of the account book which still shows the damage that it in- 
advertently suffered at the hands of the Secretary’s children in 
the eighteen-twenties—all these and similar incidents cover 
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Mr. Kiddier’s pages and will entertain as well as inform his readers. 
The author has, wisely, quoted freely from his sources (chiefly 
the minute and account books of the Union), and included also 
photographic reproductions of many of the original documents. 
His own contributions reveal chiefly his intense love of the brush- 
maker’s craft (he is himself a craftsman) and the social atmo- 
sphere in which it is conducted; his sympathy with the small 
master and hatred of the big firm; and his unshakable confidence 


in the sense, the courage and the generosity of the working man. 
BaRBARA WOOTTON 


Property in the Eighteenth Century. By Pascuan LarKin. (Cork 
University Press. Pp. xiv + 252.) 

Tuts book was originally presented as a thesis for a Doctorate 
in the University of London. As might be expected in a work of 
its kind, it is a scholarly and competent piece of research. Dr. 
Larkin has set himself the task of examining the influence of 
Locke’s theory of property upon the political thought and 
practice of the hundred years following upon the publication of 
the Treatise on Civil Government. The subject is an important 
one for economists no less than for political scientists; for the 
orthodox eighteenth-century version of Locke’s views formed one 
of the main premisses of classical economic theory. Locke 
himself had laid down two distinct theses: that men were entitled 
to property rights over those gifts of nature with which they had 
mingled their own labour (and those only); and secondly, that 
property rights thus acquired were sacred and inviolable. His 
eighteenth-century successors, for reasons which Dr. Larkin 
explains, laid stress upon the second of these propositions at the 
expense of the first. And so the science of economics was born 
in an atmosphere in which it was easy to assume that men have a 
right to do what they will with their own, and to neglect the 
significance of private property as a changing economic institution. 

It is unfortunate that the limits of his project should have 
compelled Dr. Larkin to stop at the very time at which from 
many points of view the chief interest of his subject begins. The 
nineteenth century is after all the crucial one in the development 
of both the theory and the institution of property. It saw not 
merely the rise of socialism, but also the maturing of the new 
forms of industrial property—joint stock companies, intangible 
and incorporeal assets, patent and good-will rights, absentee 
ownership, and so on. We may hope that in a future study Dr. 
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Larkin will take up the history of these developments and show 
their far-reaching significance for social theory. 
The Queen’s College, L. M. FRASER 
Oxford. 


The Development of Economic Doctrine. By ALEXANDER GRAY. 
(London: Longmans, Green & Co. 1931. Pp. 384. 5s.) 
Tuts is a book for which we have waited a long time, and 
teachers and students alike owe a debt of gratitude to Professor 
Gray. One of the difficulties of the historian of economic doctrine 
is to decide what to leave out; obviously it will always be easy 
for a critic to quarrel with a particular omission, or to suggest 
that greater emphasis should have been laid on this writer or 
that doctrine. The first of these criticisms Professor Gray meets 
in advance. “I have endeavoured,” he tells us in the Preface, 
‘“‘ so far as practicable to mention no writer unless I could find 
space for something like an intelligible account of what he stood 
for.’ And his choice has been the happiest : the result a coherent 
and well-balanced account of the main schools of economic 
thought. In his survey of the landscape he has so wisely selected 
and so ably described the peaks and plateaux that the valleys 
have fallen into their due perspective, and the traveller can feel 
that, aided by his guide, he has not only covered the ground but 
understood the route. 

The first chapter deals with Greece and Rome, the second 
with the Middle Ages, and we then proceed by way of the Mercan- 
tilists and the Physiocrats to Adam Smith, Malthus and Ricardo. 
The argument passes logically to the earliest critics of the classical 
school, to Lauderdale, Rae and Sismondi, thence to Miller, List 
and von Thiinen. A chapter is devoted to the optimists, Carey 
and Bastiat, and the story then returns to the later exponents 
of the classical tradition, to Say, Senior and J. S. Mill, with an 
explanatory apology for bundling Mill so unceremoniously into 
a second-class compartment and with so mixed a company. A 
chapter of considerable length devoted to Karl Marx is perhaps 
the best thing in the book: ‘the miracle of confusion” and 
‘* supreme example of how not to reason ”’ of Marx’s masterpiece 
having stimulated to their utmost capacity his critic’s powers 
of lucid exposition. The concluding chapter deals with the 
Austrian School: further than this the author does not go, since 
more recent economics “‘ have not yet become a matter of history,” 
and we are “ still too near their development to be able properly 
to assess their value.” 
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Professor Gray claims no more for his book than that it may 
be found useful as a stepping-stone to the more comprehensive 
works of Haney and Gide and Rist. But actually he has packed 
within the compass of twelve not very long chapters a narrative 
at once comprehensive and concise, illuminated by a just, tem- 
perate and sympathetic judgment. He has given us not only 
good history but good reading. . A caustic phrase, a philosophic 
reflection, a well-chosen metaphor, an occasional colloquialism 
connecting straight into the rough and tumble of the daily round, 
enliven these pages without detracting in the least degree from 
the restraint of the style or the scholarliness of the exposition. 

H. ReynaRp 


The Tables Turned. By James Bonar. (London: Macmillan 
& Co. 1931. Pp. viii+ 136. 7s. 6d. net.) 

WHEN digestion or fatigue suggest an hour’s quiet reading 
less strenuous than the latest explanation of unemployment or 
the ‘“ world-crisis ”’ and less tiresome than the modern novel, 
economists will do well to take up this charming book, in which 
Dr. Bonar has imagined the great British economists of the 
century 1750 to 1850 in Elysium conversing among themselves 
and with later arrivals. Adam Smith, Malthus, Ricardo and 
John Stuart Mill are interviewed in the pieces numbered II to V, 
while the first piece, the title of which is borrowed for the whole 
book, consists of a more general conversation between the fathers 
and their disciples. Here I confess to some difficulty in dis- 
covering what tables were turned and who turned them. 

Of the many good things in the book I will content myself 
with quoting only the remark attributed to Mill on p. 87, “ Few 
things annoy me more than the careless ease with which men 
dismiss the old political economy and appeal to ‘ practical ex- 
perience,’ by which they mean what they have seen, heard, and 
misunderstood.” EpwIn CaNNAN 


Les Physiocrates. Par G. WrEuLERSSE. (Paris: Gaston Doin 
et Ce. 1931. Pp. 332, sm. 8vo. 30 frs.) 

In 1910 Dr. Weulersse gave us two important volumes on 
Le Mouvement Physiocratique en France (de 1756 a 1770). This 
was described as the first portion of a study which he hoped to 
complete from material already collected. The announcement 
of a new work with the comprehensive title Les Physiocrates 
aroused the hope that we were now to see the history carried over 
a longer period and touching upon the influence of the Physiocrats 
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in other countries. But these hopes are disappointed. The 
present volume is merely an abridgment of the earlier work. It 
provides a useful compendium of the doctrine of this first school 
of economists but is incomplete as a record of their activities and 
their far-reaching influence. 

The author considers that after the fall of the Choiseul ministry 
at the end of 1770 the Economistes as an organised party had no 
continuous or direct effect upon public opinion and the policy of 
government ; the school was broken up; there were still Physio- 
crats, but they were isolated, and there was no longer a Physio- 
cratic Movement. It is permissible to doubt whether these 
opinions can be maintained. The fall of Turgot in 1776, rather 
than the fall of Choiseul in 1770, seems to mark the arrest of their 
influence upon government. The indefatigable Mirabeau sur- 
vived till 1789. The industrious Dupont de Nemours, a member 
of the Constituent Assembly, played an active part in speech and 
in writing, in forming the economic programme of the French 
Revolution in its early stages. When Dr. Weulersse completes 
his history it seems safe to predict that he will convince his readers 
that the Physiocrats were by no means a spent force after 1770. 

Ideas have no political frontiers. There were disciples and 
opponents of the French school in England and Germany, Spain, 
Scandinavia and Italy, and even in North America. To appraise 
aright the influence of the Physiocrats on economic thought and 
action it is important to look beyond France. The original 
volumes were, by their title, narrowly circumscribed in time and 
space, but a handbook entitled Les Physiocrates might fairly be 
expected to cover the subject more widely. 

It is more than a little surprising that Dr. Weulersse makes no 
mention of the literature of his subject during the last twenty-one 
years. There is no reference to Oncken’s Geschichte or even to 
Schelle’s monumental edition of Turgot. The elaborate account 
of the “ system ” abounds with quotation marks to show that the 
ipsissima verba of its various exponents are reproduced, but there 
is no indication of the source of the quotations. Saint-Lambert 
is described as le poéte ami de I’Ecole, and several lines are given 
from his poem Les Saisons, but the reader is not informed that the 
work is translated from the well-known English work, Thomson’s 
Seasons. 

To the increasing number of students of the history of economic 
thought this book may be recommended as a handy epitome of 
part of an important chapter of the subject, but it needs to be 
supplemented by a continuation. Henry Hiaes 














NOTES AND MEMORANDA 
UNRECORDED UNEMPLOYMENT IN THE Cotton INDUSTRY 


It has long been recognised that some unemployment in the 
cotton industry is not revealed by the monthly unemployment 
statistics compiled by the Ministry of Labour and that the defects 
in the measuring rod are due to the prevalence of short-time 
working. The following note embodies the result of an inquiry 
into the importance of this unrecorded unemployment. 


I 


Short time in the cotton industry takes different forms in the 
different sections, and although custom varies a great deal from 
one part of the county to another, certain generalisations can 
safely be made. In spinning, the normal procedure is that a 
firm which cannot keep the whole of its machinery running full 
time will close down completely for several days in the week. 
Whilst the mill is open the whole of the machinery may be running 
but, in any case, all the operatives will be at work with their 
normal complement of machinery. Short time in spinning, 
therefore, usually means full days of unemployment succeeded by 
full days of employment. In this case the Ministry of Labour’s 
unemployment statistics, based on the figures of “‘ books lodged ” 
on a Monday in each month, may be expected to record real 
unemployment fairly accurately. The only doubt is whether the 
figures for Monday will be typical of the other days of the week. 
If Monday were a favourite day for mill stoppages, then the 
recorded level would be higher than the real level, or if, from time 
to time, there was a change in the manner in which the days of 
stoppage were spread over the different days of the week, then 
the course of recorded unemployment might give a false guide to 
the real course. But from inquiries which have been made of 
Employment Exchanges in the cotton area, it appears that the 
discrepancies introduced ih this way are not serious statistically. 
Moreover, since employers seem in most cases to have organised 
their short time in order to fit the “ continuity rule,” the workers 
have usually been able to draw benefit for the days on which they 
were unemployed. 
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In the preparatory processes between spinning and weaving, 
such as beaming, warping and winding, whilst a good deal of short 
time may be worked in the form adopted in spinning, there is, in 
addition, a great deal of intermittent and spasmodic unemploy- 
ment. A worker will often be employed for half a day and then 
sent home, or work a short day. This type of unemployment 
is not included in the existing statistics, since the Unemployment 
Insurance Scheme does not recognise anything less than a full 
day’s unemployment, and persons not at work through short 
stoppages of this kind do not register at the Employment Exchange. 
In so far as this intermittent unemployment changes in relative 
importance to other and recorded forms, then not only the real 
level but the course of unemployment may be inaccurately 
pictured. It seems impossible, however, to determine how 
important this type of unemployment has been. 


II 


In weaving, under-employment which does not fall within the 
official statistics is more widespread, and in this case it is possible 
to make some assessment of its importance at various dates for 
limited samples. In weaving it is uncommon, though not un- 
known, for a mill to be working part of a week. If the mill is 
running at all, it will usually run forty-eight hours in the week. 
Reduction in output takes the form, in the majority of cases, of 
stopping a certain proportion of the looms in the mill, and usually 
this closing down is not done by dismissing a number of workers 
and throwing their looms out of production, but by lessening the 
number of looms which each worker is operating. In some cases 
the adoption of the latter method is a matter of choice, in others of 
necessity. In particular, it is a customary practice in weaving 
mills which are working at less than full capacity for the weavers 
who are actually retained to be given warps by a system of rota- 
tion, assuming their empty looms are suited to the type of warps 
available. Observance of this custom by the employer and the 
intermittent flow and the variety of orders have the effect of 
periodically reducing the number of looms which each weaver at 
work is tending. It follows as a broad rule from the above that 
the weaver may suffer from unemployment in either one of two 


1 In March 1930 a special inquiry was carried through by Employment 
Exchange managers in the cotton area which showed that it was unusual for 
weaving mills to work part of the week, although in some cases an individual 
weaver may be unemployed during part of the week because he is ‘“‘ playing for 
warps ”’ in respect of two or more of his looms, 
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ways: he may be out of work for the whole week or he may be 
working the whole week but on less than his normal number of 
looms. In the latter case he would not be recorded as unemployed 
in the official unemployment statistics. 

One indication of the relative importance of this type of 
unrecorded unemployment is provided by the statistics of em- 
ployment and weekly wages paid in the weaving section of the 
cotton industry which are published monthly in the Ministry of 
Labour Gazette. The sample of firms covered by this monthly 
inquiry is rather low, and in other ways the material is open to 
criticism, but when chain indices of employment and wages paid 
are calculated and from these an index of weekly earnings per 
head is constructed, a very marked fluctuation in weekly earnings 
is 10 be noticed when comparing relatively good with relatively 
bad trading years. . 


TABLE I. 


Index of the Movement of Weekly Earnings in the Weaving Section 
of the Cotton Industry.' 


(1925 = 100.) 
1924. ; i A . 96-4 
1925. : ; ; . 100-0 
1926. : ; ; . 92-8 
1927. ; , : 95-7 
1928. : . ; . 97-0 
1929. é : ; . 985 
1930 . ; : . 88-8 


If, to take the extreme cases, 1925 be compared with 1926, 
when the coal strike led to a reduction of output, or with 1930, 
when the world depression hit the cotton industry very badly, 
average weekly earnings fell by 7 per cent. and 11 per cent. 
respectively. A part of this decline may be due to some unem- 
ployment consisting of full-day stoppages within a week when 
work was in progress on other days. But if the contention above 
as to the importance of under-employment in weaving is sound, 
then the greater part of this drop was the outcome of an increase 
in 1926 and 1930 of this type of unrecorded unemployment over 
the amount which existed in 1925. 

Fortunately it has become possible to support this presumption 

1 The chain index was, of course, constructed from month to month, but for 
convenience in presentation here a simple average of the months for each year 
was made. Further, there have been changes in piece rates, and these have been 
allowed for. It is impossible to make allowance for changes in weekly earnings 
which might well have come about, on the existing price lists, through improve- 
ments in the quality of the cotton goods being woven. 
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by access to the actual records of weaving mills. Through the 
kindness of a manufacturer we have records going back to 1927 
for two mills, both producing fancy goods and both doing rather 
better than the average up to 1929, which enable us to indicate 
broadly the difference between the recorded and the total unem- 
ployment. In Table II three columns are shown for each mill. 
The first shows the average number of looms being operated by 
each weaver for comparison with the number of looms operated 
normally on full capacity working. The second shows what would 
have been the percentage unemployment among weavers normally 
attached to these mills if, with the looms actually running, weavers 
had been working their full average complement of looms. This 
represents the true rate of unemployment among the workers. 
The third column shows the percentage of the total weavers who 
actually were not working at all, 7.e. were not in the mill.1_ This 
represents the unemployment which would result in a person 
registering at the Employment Exchange and coming within the 
purview of the unemployment statistics. 

Two conclusions are apparent from this sample. Firstly, real 
unemployment, measured by the extent to which the workers’ 
capacity for effort is left untouched or in relation to the wages 
which he can earn on piece-work, can rise greatly without this 
necessarily reacting upon those registering at the Exchanges. 
And, secondly, the relation between recorded and unrecorded 
unemployment fluctuates widely from time to time, depending 
upon such factors, in the individual mill, as the sorts of cloth 
being produced, the size and frequency of orders for particular 
sorts of cloth, and the extent to which more than one type of loom 
is run by the same weaver. 

A second sample covers a larger number of mills, but only 
extends over four months? in the very abnormal conditions of 
1931. This sample covers the mills working in the Blackburn 
area, and the information obtained from them makes it possible 
to construct a table similar to that given above. The general 
results are the same. 

1 One difficulty attaching to this column and the corresponding column in 
Table III is that it is assumed a certain number of weavers are attached to a 
mill, and that when they are not working at this mill they will not find work 
elsewhere. But even if there has been some migration of this sort, it cannot 
invalidate the comparison which we are making between the second and third 
columns in each of the Tables II and III, because our failure to allow for 
migration causes the percentage unemployment in both columns to be slightly 
higher than it would be if migration were taken into account. 


2 The information was obtained for the last Saturday of each month. The 
number of firms covered comprised about 25,000 looms and 7,000 weavers. 
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TaBLe II. 
Under-Employment in Two Weaving Mills. 
1. 2. 3. 4. 5. 6. Ze 
Mill A. Mill B. 
Percent- Percent- 
1 Average | age Unem- 1 Average | age Unem- 
No. of ployment | 2 Actual No. of ployment | 2 Actual 
Date Looms among Percent- Looms among | Percent- 
y being Weavers | age Un- being Weavers | age Un- 
Operated | if Looms | employ- | Operated | if Looms | employ- 
by each | Running ment by each | Running ment 
Weaver. | had been among Weaver. | had been | among 
worked | Weavers. |——————| worked | Weavers. 
Normal 3-67 Normal 3:67 
= 3-67. | Looms to = 3-67. | Looms to 
Weaver. Weaver. 
1928. 
Jan. 28 3°48 11 7 3-76 1 3 
March 31 3-65 5 4 3°74 ~@ - 2 
May 26 3-61 5 3 3-78 0 3 
July 28 3-60 8 7 3°22 18 7 
Sept. 29 2-84 26 5 3°53 5 1 
Nov. 24 3°33 13 4 3:46 8 2 
1929. 
Jan. 26 3°55 8 5 3-71 0 1 
March 30 3-93 0 y 3°78 0 3 
May 25 3-54 9 6 3°47 6 1 
July 20 2-86 26 6 2-50 39 11 
Sept. 28 2-60 39 13 2-89 24 4 
Nov. 30 2-47 45 19 2:77 26 2 
1930. 
Jan. 25 2-03 51 12 3-05 21 5 
March 29 2-48 43 16 2-31 52 
May 31 2-19 60 34 2:38 48 20 
July 19 2-73 73 63 2-77 38 1 
Sept. 27 3°17 55 48 2-79 41 22 
Nov. 29 2-33 68 50 3°53 11 
1931. 
Jan. 17 2-72 40 19 2-43 39 8 
March 28 2-88 30 10 3-48 5 0 
April 24 3-00 22 4 3-43 a 0 
May 29 2-69 43 23 2-89 21 0 
June 30 2-98 42 28 3:10 | 18 0 
| 











1 By using an average figure of looms per weaver some error may be intro- 
duced, since there are different kinds of looms, different numbers of these are 
worked per weaver, and the calculation above is based upon the assumption 
that all the looms are of the same type and that each worker is attached to an 
equal number of these. e 

2 In determining the number of weavers actually not in the mill at certain 
dates, use had to be made of the number of National Health Insurance stamps 
purchased by the employed. The result was to show a larger percentage of 
unemployment than was actually the case. This, however, merely strengthens 
the deductions drawn from the table. 
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TaBLeE IIT. 
Percentage Unem- 
Normal Aver- | Actual Aver- | Ployment among 
age No. of age No. of | Weavers if Looms | Actual Per- 
Date. Looms per Looms Run- Running had all centage Un- 
Weaver on ning per been Operated by | employment. 
Full Run- Weaver. Weavers with Full 
ning.! Complement of 
Looms. 
1931. 
May 30 3-60 3-30 22-9 15:8 
June 27 3°64 3-29 22-3 14:1 
Aug. 1 3-56 2-99 32:3 19:3 
Aug. 29 3-62 2-96 33-5 18-5 
Sept. 26 3-63 3-17 30-1 19:8 

















1 It should be noted that there is always a certain number of weavers in a 
mill (chiefly young weavers) who operate only two or three looms, even when the 
mill is working at full capacity, and that the proportion which they bear to the 
total weavers employed may vary from period to period, and from mill to 
mill in the same period. This accounts mainly for the variation in the first 
column in the normal average number of looms per weaver recorded at different 
dates. 


III 

This statistical evidence is scrappy and in detail perhaps not 
absolutely accurate. But there can be little doubt that in the 
broad sense it reveals conditions of which the working population 
in the great weaving towns of Lancashire is only too keenly aware. 
Certain practical corollaries seem to follow : 

1. A great deal has been made in recent months of the 
‘‘ anomalies ”’ which exist in the working of the Unemployment 
Insurance Scheme. Here, however, is a case which runs against 
the usual tide of discussion. A weaver working two or three looms 
instead of four is fully employed; he pays a full contribution to 
the Unemployment Insurance Fund. Yet his wage may only be 
one-half of the normal earnings for full capacity running. And 
in bad times a large proportion of the workers in the weaving 
industry may be affected in this way. Repercussions upon family 
income are serious, and there can be little doubt that some married 
women whose husbands’ earnings have been depleted by this form 
of under-employment have been compelled to re-enter the labour 
force available for employment in cotton weaving and have 
consequently registered at the Employment Exchanges. 

2. The poll tax upon employment imposed in the form of the 
employers’ contribution to the Unemployment Insurance Fund 
naturally becomes proportionately heavier when under-employ- 
ment is common, and, although it is difficult to obtain evidence 








—-—~— FF Vw He 6 











1931] UNEMPLOYMENT IN THE COTTON INDUSTRY 645 


on this point, there seems some reason to believe that the employer 
attempts to lessen the burden by employing young persons, under 
eighteen years of age, at the expense of those over eighteen years, 
in respect of whom a higher rate of contribution is payable. 

3. The prevalence of this type of unemployment has a direct 
bearing upon the validity of calculations of output per head in 
individual industries. Many of-.these calculations are now made 
by comparing an index of production with an index of employment 
obtained by deducting unemployed insured persons from the total 
insured in the industry. When such calculations are made for tex- 
tiles or cotton a very remarkable and, in the circumstances, almost 
incredible, fall in physical output per head isshown. This has been 
attributed to “the extreme depression in the volume of sales.” + 
But the real reasons are probably more numerous and very 
different from this. There has been, at least in the cotton 
industry, a profound change in the quality of the goods produced. 
For our present purpose, however, it is sufficient to notice that this 
unrecorded form of unemployment in weaving may be sufficient 
to account for it. A weaver working three instead of four looms 
naturally shows about a 25 per cent. drop in output per head. In 
any case, whilst this form of under-employment exists, changing 
probably from time to time without any particular relation to the 
recorded unemployment, the index of employment obtained in the 
manner described above is extremely likely to produce a false 
index of output per head. 

4, There can be little doubt that this has been one of the 
influences making for the immobility of the labour in the cotton 
industry. By spreading work over a larger number of employees 
it has tended to keep a larger volume of labour attached to each 
mill than could ever be fully employed again. And there may 
have been reactions upon public policy. The true situation in the 
labour market has apparently not been fully realised, for under- 
employment has not been measured. If, indeed, the Ministry of 
Labour unemployment statistics had been available for cotton 
spinning and weaving separately the position would have been 
made clearer, for, if the conclusions of this note are correct, the 
recorded unemployment would have been higher in spinning than 
in weaving. Unfortunately, the cotton industry is regarded as 
one industry in the Ministry of Labour classification and the 
curtain has not been lifted. Conditions in the cotton industry, 
of course, had not, up to the middle of 1929, been so serious as 
those in some areas scheduled as depressed in which schemes for 


1 See Macmillan Committee on Finance and Industry, p. 54. 
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industrial transference were most actively prosecuted. But 
undoubtedly they were graver than was generally realised, and, 
in view of the events of the past twelve months with its terrific 
increase of unemployment up to a peak of over 40 per cent. in 
cotton and the poor future prospects, it amounts almost to a 
national disaster that whilst the “migration” of population 
1921-31 was 12 per cent. for the South Wales coal area (Breck- 
nock, Carmarthen, Glamorgan and Monmouth) and 9 per cent. for 
the north-east heavy metals region (Durham and Northumber- 
land), the figure for Lancashire was only 3 per cent. 

In recent years the industry has been very slow to effect the 
necessary degree of contraction of its productive capacity as 
markets have dwindled. The leading symptoms of this lingering 
structural disease are the existence of surplus mechanical equip- 
ment on the one hand, and, on the other, the maintenance of an 
artificially high labour force employed at something less than full 
capacity by reason of the spasmodic and intermittent running of 
the looms in commission. There are signs that the industry is 
beginning to concern itself with the problem of eliminating surplus 
mechanical equipment because of the influence which the existence 
of this surplus has upon costs and upon prices. It is doubtful 
whether the pressure of economic forces will constrain the industry 
in the near future to pay equal attention to the cognate problem 
of under-employment of labour. As a general principle, one may 
say that in the absence of a “ fall-back ’’ wage or minimum wage 
for under-employed weavers to safeguard weekly earnings under 
the existing piece price list, it makes but little difference to a 
manufacturer’s wages or other costs whether he employs one 
weaver upon four looms or two weavers each upon two looms. 
In fact, it may be contended that the maintenance of an artificially 
large stratum of under-employed weavers strengthens the bargain- 
ing power of the manufacturers in the fixation of wage-rates. 
There is good reason for believing, then, that the alleviation of this 
serious labour problem, if it comes at all, must come in some way 


from without the industry. 
JOHN JEWKES 


University of Manchester. A. WINTERBOTTOM 





INTEREST AND Usury In A New Liaat 


As Sir Josiah Stamp has said, Mr. Keynes’ T'reatise on Money 
provides material for innumerable analyses of particular questions. 
To one reader at least it exhibits interest upon loans in a new light, 
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and it seems that one of the unexpected consequences of Mr. 
Keynes is a vindication of the Canonist attitude to interest and 
usury ! 

The cardinal point made by Mr. Keynes is the distinction 
between Saving and Investment, between the saving of money and 
its conversion into capital-goods. Saving without investment is 
not a service to production, and the saving of money does not by 
itself cause any conservation of products, but their waste, or their 
disposal at lower prices and the slowing-down of productive 
activity. The continuity of the economic process requires that 
purchasing power should be exercised as it is received, otherwise 
the demand for goods falls below the supply and we find ourselves 
in the depressing company of unemployment, falling prices and 
business losses. The increased saving of money which is the usual 
practice of prudent people in hard times only aggravates the evil. 
Remedy can only come by spending, not necessarily on con- 
sumption goods only but on production. From the point of view 
of general economy it might be better to spend on production than 
on consumption, but certainly the worst thing is the sterile saving 
of money. The saving is sterile from the standpoint of the 
community, though it may be profitable to the individual who, 
apart from any interest earnings, may watch his idle money grow 
in purchasing power through the fall in general prices. 

In such conditions it is a matter to be deplored that holders 
of money are able to get interest by bank deposits. Interest only 
encourages socially wasteful saving and discourages socially 
desirable investment. To this extent, therefore, and in such 
conditions, interest is anti-social. Mr. Keynes urges the lowering 
of interest, even the abolition of interest on bank deposits, as 
proper policy to be pursued when trade is below par. 

It is an inescapable conclusion from the Keynesian analysis 
that interest is the villain of the economic piece. Not that 
Mr. Keynes suggests the possibility of the abolition of interest. 
According to his theory interest could be too low and might 
require to be raised in the general interest: this would be in 
circumstances when prices were advancing too rapidly. Leaving 
aside for the moment the old question whether interest is necessary 
to evoke saving, the only use that Mr. Keynes can see for interest 
is as a depressant in times of over-activity. 

The orthodox doctrine has related interest.closely to profit as if 
the two progressed or declined together. Mr. Keynes shows them as 
antagonists. Interest upon money is simply an added cost upon 
capital goods and therefore a deduction from profit and a burden 
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upon enterprise. Socialist theory assails interest even more 
destructively than does Mr. Keynes, but Socialist theory also 
assails profit, whereas Mr. Keynes salutes Profit as the engine that 
drives the car of progress. The maintenance of profit is essential 
to trade stability, the diminution of profit inevitably spells trade 
decline, and it is during periods of Profit Inflation that the wealth 
of nations is enriched. 

The fundamental distinction between Saving and Investment 
which Mr. Keynes makes renders it equally fundamental to dis- 
tinguish between Interest and Profit and between Money and 
Capital. It is here that Mr. Keynes is brought into the camp of 
the Canonists. Professor Cassel in his Nature and Necessity of 
Interest criticised the Canonists and opposed them with the 
principle that interest is paid for the use of Capital, not for the 
use of Money. Now the Canonists never quarrelled with payments 
for the use of capital, they raised no objection to true profit, the 
reward of risk, ability and enterprise, but they disputed the 
identification of the lending of money with the investment of 
capital and denied the justice of interest as a reward for saving 
without investment. 

The most convenient and accessible statement of the Canonist 
doctrine is still that of Ashley in Book II of his Economic History. 
A man might advance money to a merchant for purposes of trade 
and contract to receive a share of the profits. He was entitled to 
this because he became a part-owner of the capital, shared in its 
risks. He was a partner, even if only a sleeping partner, with the 
active trader: he was not simply a creditor. There was all the 
difference that there is between an Ordinary shareholder, who is 
one of the proprietors of a business, liable for its debts to the 
extent of his investment, receiving a dividend only when profits 
are earned, and a Debenture holder, who simply lends money 
without the risks of owning and operating capital-goods, and 
claims interest irrespective of whether the enterprise results in 
profits or losses. The Debenture holder runs a risk, but it is not 
directly a risk of trade but of the solvency of the borrower. 

The Canonist principle was that sharing in trade risks made an 
investor a partner, a co-owner of capital, not simply a money- 
lender, and gave a title to profit. There was a recognised diffi- 
culty in laying down rules as to how shares should be divided, and 
Professor Ashley says : 

“ Accordingly, the Canonists were disposed to acquiesce in a 
wide freedom of contract. They were not disposed to criticise 
unfavourably any arrangement which the parties to an agreement 
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cared to make, so long as the share of each continued to be con- 
tingent on uncertain gains. But until the beginning of the 
sixteenth century it was the constant teaching of the Canonists 
that to bargain for a fixed reward, or dividend, upon the capital 
invested, whatever the fortunes of business might be, made the 
contract usurious.” 

The italics are Ashley’s. He proceeds to say that a guarantee 
by the working partner merely to restore the invested capital 
intact came under condemnation because it removed the element 
of risk needed to legitimatise the bargain for possible profit. At 
the end of the fifteenth century the so-called “triple contract ” 
obtained apologists among the Canonists, though it was a device 
for securing profit by lending to a trader while being guaranteed 
against risk. By the seventeenth century the Canonists had 
practically given up their battle against interest on loans of money 
as distinguished from profit on investment of capital. There may 
be reasons for thinking that the world will go baek to the early 
Canonist doctrine. The classical argument that interest is neces- 
sary to evoke saving wears a different aspect when we appreciate 
that saving does not necessarily mean investment. The saving 
of money may actually diminish investment, and interest is 
deterrent to investment. If we could ensure, as the Canonists 
tried to do, that saving should be rewarded only when it was also 
investment in capital-goods, we should have gone far to stop the 
master-evil that Mr. Keynes has revealed to us, of saving exceeding 


investment. 
H. SOMERVILLE 
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Dominion of Canada, 1931. Report of the Commission to inquire 
into Trading in Grain Futures. Chairman, Sir Josiah 
Stamp, C.B.E. Appointed April 10, 1931: reported April 
29, 1931. (Pp. 90, including Appendices and diagrams.) 


THE terms of reference to the Commission were, 
“to inquire into and report upon what effect, if any, the 
dealing in grain futures has upon the price received by the 
producer.” 

Their finding is— 
“in addition to the benefits reflected to the producer in 


furnishing a system of insurance for the handling of his 


grain, and in providing an ever-ready and convenient means 
uu2 
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for marketing the same, futures trading, even with its dis- 
advantage of numerous price fluctuations, is of distinct 
benefit to the producer in the price which he receives.” 


The Commission took evidence from April 13 to April 25 and 
produced its long report four days later: a notable achievement, 
seeing that for the most part it is not a recitation of fact, but 
an ingenious application of theory to highly controversial prac- 
tice. It is an admirable brief for the Grain Trade, but no more 
than a brief; for it takes no account of the forces which have 
moulded the corporate life of Canadian farmers ever since 1918. 
The question which has agitated and still agitates them is: Can 
we, the producers of wheat, replace the old system of capitalistic 
competitive grain marketing, which of its very essence excludes 
the farmer from conscious control over the marketing of his 
product, by a new system, based on integration of functions, 
by a system which involves organisation of marketing on the 
selling as well as on the handling side? Can we follow the rest 
of industry into what industry calls rationalisation? Can we 
rationalise our industry and thereby stabilise rural life? Such 
a programme must indeed take account of what the old system 
did by its machinery of the futures market, with its speculation 
and hedging. And the Commission explains with great skill 
what that system set out to do. But it is haunted by ethics. 
It tries to show that the speculator “is as much a ‘ producer ’ 
in a moral and ethical sense as the farmer” (p. 19). But to 
show how Tsarism worked is not to prove that it is better than 
the Five-Year Plan. To call on ethics is in vain, when in fact 
a practice violates the social sense of the producing community. 

I cannot imagine any serious student of the grain trade 
arguing that, if you are to have a system of competitive capitalism, 
you can dispense with the futures market. For that is perhaps 
its best side. Under such a system everybody, including the 
farmer, benefits by the devices which provide a continuous, 
sensitive market, the spreading of the crop in time and place, 
and the speedy conversion of produce into values against which 
banks can freely lend. These services are as valuable as the 
railways which take the produce to market. But the issue is, 
cannot the system of merchandising, which rules in dairying and 
fruit, in minerals and manufactures, be made to fit the staple of 
wheat; and if not, why not? The Commission would say, no 
doubt, “‘ This large question was beyond our reference.”’ Well 
and good. In that case a very few pages should have sufficed 
them. But by suggestion, on nearly every page of a long 
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Report which combines clear description with advanced economic 
analysis, runs the idea that the old system is for the producer 
the best system and indeed the only system that is efficient and 
in accord with economic teaching. An economic blizzard is on 
us, but when this has passed away we shall go back to the good 
old way. 

The Commission finished its labours in Minneapolis and 
Chicago. It would have been irresistibly impressive if it could 
have shown how well these cities, the fountain and origin of the 
system, were standing the strain; or if not this, how well the 
system had worked in normal times. But it could not, because 
America’s prosperity policy for agriculture, instituted in 1929 
and canvassed for at least five years before that, involved opera- 
tions by a Federal Farm Board which were incompatible with 
the free action of the futures market. And since the blizzard 
the Chicago wheat pit has ceased to function, so that there has 
floated before the vision of Winnipeg the chance of capturing 
the futures business of North America. Did the Commission 
discuss this in its Minneapolis class-room? The Commission did 
not visit Australia. It would have found there an even more 
subversive attitude to the old way. The Commission did not 
visit the Argentine. It would have found there a system under 
which most of the export trade is in the hands of two firms, 
who buy from weak unorganised growers and ship the wheat 
unsold to fetch what it can in Liverpool. Is it not clear that 
the question which should have exercised the Commission was, 
“Is there any reason to believe that the new abnormal con- 
ditions will ever give way to the old normal conditions? ’”’ Is it 
not probable that a new normalcy will be reached which involves 
concerted action by the exporting nations—action for which the 
Pool has done something to prepare the way and the Grain 
Exchange nothing ? 

There is a section in the Report on “The Economists’ View.”’ 
They are represented to be in agreement that speculation is good 
for the farmer. (If they are thus agreed, it is worth emphasis, 
because it would be one thing on which they are agreed to-day 
in the wide realm of economics.) Alfred Marshall is freely quoted, 
and his disciples also. If we turn to the section in Marshall’s 
Industry and Trade from which the extracts are derived we find 
that its heading is, ‘‘ The services rendered by constructive 
speculation on a Wheat Exchange, illustrated by its efficacy in 
lightening the burden of risks borne by grain merchants and 
millers.’ Precisely. It does lighten, indeed it may virtually 
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eliminate, the risks of these parties. But it stops short of the 
farmer. For consider his fundamental risks. First, will he get 
a crop? Secondly, if he gets a crop, when should he sell it? 
In this vital second risk the hedging system does not help him. 
The futures market is a continuous market, but it does not tell 
him when to sell on that continuous market. The Pool relieved 
him of this perplexing problem. It ensured him the average 
price over the season for his crop according to its grade and 
location; and the Grain Trade propaganda from 1923 to 1928 
never succeeded in showing that the non-pool member. on the 
average did better than the Pool member. The Pool, of course, 
has been heavily hit, but only because it shared the bullish 
sentiment which was common to North America in 1929. The 
trade then went largely unhedged. When the price for Number 
Three Northern got wildly out of line in Liverpool with its 
equivalent, Argentine Rosafé, the Pool should have unloaded on 
the Exchange, and the Exchange would have howled. But the 
Pool did not, and it is paying now a heavy price. Nevertheless, 
the Pool in the shape now of three provincial pools selling separ- 
ately is still very much alive. Whether the Pool could have 
done better is a matter of speculation. It is certain, however, 
that much of its energies were diverted from its objective by 
having to counter at every turn the ceaseless hostility of the 
trade—not of the bankers, but of the trade. The Canadian 
West still has morale and mind and hope. It owes these to the 
magnificent educational work of the Pool over the last ten years. 
This is the foundation which stands to-day between the Canadian 
farmer and a quagmire of demoralisation. The United States 
have sought to instal a similar foundation from above; and the 
main difference between the two is that in Canada the farmer 
out of his Pool assets is paying a substantial part of the price 
of bad times, while in the United States the Treasury is footing 
the whole of the bill. 

A question that haunts the Commission is: From whom does 
the speculator’s remuneration come? I would say that, in so 
far as it is constructive, it comes from the consumer, for service 
rendered. But the service rendered is very cheap, because this 
remuneration is largely augmented by the losses of the ‘‘ moths 
and mugs ” of the speculative market. These, says the Report, 
are ‘‘ not really welcome at the Exchange ” (p. 23). A somewhat 
ingenuous sentiment. They are highly welcome to those “ legiti- 
mate ”’ dealers who cater to their needs. They are as welcome 
as the general public are to the stock or mining brokers. Witness 
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the little tabernacles of worship in the buildings of the Grain 
Exchange or at the street corners, where they watch the ticker 
and the boy with the chalk. They and the farmers who, after 
selling their wheat, buy a future, lose money to those who are 
constructive speculators. They give something for nothing. It 
is not their money which is unwelcome, but the indignation they 
feel when they lose. A flutter is an alcoholic excitement; and 
the better mind of the farming population objects to it, because 
it distracts the farmer and adds uncertainty to an already uncer- 
tain life. Since the isolated farmer can only enter the market 
as a moth or a mug, the organised farmers have tried to enter it 
through the expert guidance of their own organisations. And 
when they entered it, they found that they could only get serious 
results by driving through it to direct contacts with the consumer. 

Last year there appeared in England a lively little book, 
The Bread of Britain, by A. H. Hurst. This Report is its Canadian 
counterpart. Both are active protests against recent change, 
which seems to threaten supersession and loss of occupation. 
Both distrust integration and economic democracy. How often 
have we heard the phrase, ‘‘ We believe that, as usual, the dis- 
satisfied element are the more conscious and articulate ’’ (Report, 
p. 61). But for agitators there would be no labour unions, no 
pools. The Grain Exchange, if only he would believe it, is the 
farmer’s friend. The Grain Exchange with its futures reduces 
fluctuations. This may not command assent, but listen to it 
when it is decked in the robes of economic theory. “‘ By the 
application of the economic principle of ‘ diminishing utility ’ and 
‘marginal satisfaction’ the aggregate satisfaction is greater 
where the fluctuations are less by a very important difference ” 
(p. 24). Now, Mr. Farmer, what can you say to that ? 

C. R. Fay 


The Agricultural Marketing Act, 1931. Ministry of Agriculture. 
Economic Series No. 33. (H.M.8.0. 1931. Pp. 104. - 6d.) 

As the title implies, this publication is a commentary on the 
Agricultural Marketing Act, 1931, which received Royal Assent 
on July 31st last. The Report is consequently a departure from 
the commodity investigations we have been led to expect from 
the Ministry’s Economic Series, but is none the less an important 
contribution to the ‘‘ Orange Books,” especially if it only partially 
succeeds in explaining the Act to those many critics whose 
appreciation of the measure has evidently been inadequate. The 
introduction argues that marketing reform must proceed in the 
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two directions of standardisation and organisation, and that 
sufficient progress along the former way has been made to necessi- 
tate an organisation policy. The Act has been prepared to 
achieve this object. Chapters II and III deal with the prepara- 
tions and submission of marketing schemes and the subsequent 
procedure. Schemes may be prepared in respect of all primary 
products, whether of arable or grassland origin, and of secondary 
or processed edible products, with reference to Great Britain as a 
whole or any part of Great Britain. It is pointed out that while 
schemes can only be submitted by producers, the Act in no way 
defines the hand that shall prepare the schemes. The Minister 
of Agriculture is given power to modify any scheme within certain 
limits, and when finally ready it is submitted to Parliament after 
consultation with the Board of Trade. Having received Parlia- 
mentary approval, the scheme comes into partial force during a 
“‘ suspensory ”’ period during which the only provisions operating 
are those concerning the conduct of the poll, by which a two- 
thirds majority in terms of numbers and of output must be 
secured in respect of the producers of the product, and in the area 
concerned, before the scheme can be given full operation. 

Administration of schemes, types of organisation, and powers 
of Boards are explained in Chapters IV, V and VI, where advantage 
is taken of the larger scope to illustrate the sections of the Act 
concerned by reference to particular commodities. The opportuni- 
ties of Boards to disseminate market intelligence and to promote 
research and co-operation are indicated. Chapter VII points out 
that the degree of compulsion is by no means absolute, since, under 
certain circumstances, producers may receive exemption from the 
requirements of the scheme concerned, and, moreover, every 
scheme must provide for the granting of exemptions. Financial 
administration, the position of contracts already made, the means 
by which the consumer is safeguarded and reorganisation com- 
missions conclude this explanatory commentary. The Act is 
given in an Appendix. 

Enough has been said to indicate that the publication outlines 
the provisions of the Act in the logical order of practical procedure 
which is by no means coincidental with the Act taken section by 
section. It is in effect a translation of a difficult and complicated 
measure into terms of everyday language. But it is by no means 
(and does not pretend to be) a final authority on all possible points 
arising from the Act in practice, for ‘‘. . . there is no restriction 
on the rights of the individual to seek a ruling of the Courts on 
any question of interpretation that may arise ” (p. 17). 
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The author has steered a very even course between economic 
prophecy on the one hand and legal technicalities on the other. 
The result is an excellent vade-mecum for all who contemplate 
taking advantage of the measure. An adequate index is a very 


welcome innovation in the Economic Series. 
R. F. Grorce 


Memoranda of the Birmingham Bureau of Research on Russian 
Economic Conditions. Nos. 1 and 2. (University of Bir- 
mingham: Annual Series. 8s. 6d.) 


THIs important project, of maintaining interest in the Russian 
economic experiment, will be carried out in a series of Memoranda, 
of which from four to six will be issued annually. All the members 
of the Bureau have direct acquaintance with Russian life. The 
first Memorandum deals with the Five-Year Plan, and Com- 
pulsory Labour in the U.S.S.R.; the second with the foreign trade 
of the U.S.S.R. : is 


The Course and Phases of the World Economic Depression. League 
of Nations. (London: Allen and Unwin). Revised Edition. 
Pp. 339. 6s.) 


THE following summary is issued with this volume, of which 
we hope to give a review in a later number. 


The last Assembly of the League of Nations was already 
seriously preoccupied with the economic depression. Since then 
it has, of course, become even more widespread and acute. 

The present volume gives a full description of the origin and 
the various forms of the depression. 

It is entitled The Course and Phases of the World Economic 
Depression, and has been prepared at the request of the Eleventh 
Assembly by Professor Ohlin of Stockholm University, with the 
assistance of the staff of the Economic and Financial Organisation 
of the League. 

In the course of preparation economic councils and economic 
research institutions in Austria, Belgium, Czechoslovakia, Den- 
mark, Finland, France, Germany, Hungary, Italy, Netherlands, 
Poland, Portugal, Spain, the United Kingdom and the United 
States were consulted. These institutions sent representatives to 
two meetings held at Geneva and also submitted memoranda. 
Special information was also received from nine Governments. 

This report, after a brief review of some aspects of the post- 
war economic developments and of structural changes in the 
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years immediately preceding the depression, and after some 
review of business cycle tendencies, generally, in the last decade, 
gives a full description of the present depression. It describes 
its various phases and analyses how various factors in economic 
life come into play, 7.e., production, domestic trade and consump- 
tion; prices, wages and profits; foreign trade and shipping, 
speculation, credit and savings; and international capital 
movements. In the concluding chapters these are further 
analysed, e.g., the combination of structural maladjustments and 
the business cycle recession; monetary factors and the decline 
of the price level; the inflexibility of the economic system in its 
relation to the depression; the mutual reactions of recession 
tendencies in different countries (including Russia); the morph- 
ology of production. Finally, the present depression is compared 
with earlier depressions, and the volume concludes with a summary 
of the situation in the summer and autumn of 1931. 

The revised edition brings the description and analysis of the 
depression up to the end of September. Accordingly, it contains 
an account of the outstanding financial events of that month, and 
briefly analyses the causes of the financial crisis. In addition, 
several minor changes are made throughout the body of the 
report in an attempt to present more accurate and up-to-date 
information. 


Centres of Reference for International Affairs. Compiled by the 
League of Nations International Institute of Intellectual 
Co-operation. Also in German and French editions. 1931. 
(Paris: LI.1C. 8vo. 163 pp. 2s. 6d.) 


THE preparation of this handbook was undertaken at the 
request of the Conference of Institutions for the Scientific Study 
of International Relations, and it has been published with the 
assistance of the European Centre of the Carnegie Endowment 
for International Peace. Its purpose is both to stimulate 
collaboration between organisations in different countries which 
are pursuing similar studies, and to bring to the knowledge of the 
student of international affairs the reference centres in his own 
and other countries where he may obtain access to sources of 
information. 

The particulars given are necessarily confined to centres which 
have already undertaken to assist in the work of co-operation, but 
the field covered is so wide that it would be surprising if the 
Handbook failed to provide an indication of where information 
on any aspect of international affairs might be found. Not only 
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is reference made to national institutions in Austria, Czecho- 
slovakia, Denmark, France, Germany, Great Britain, Italy, 
Japan, the Netherlands, New Zealand, Poland, Roumania and the 
United States, but there is a full list of international institutions, 
such as the International Chamber of Commerce, International 
Parliamentary Union, International Law Association, in addition, 
of course, to the League of Nations, the International Labour 
Office, ete. 

In each instance details are given of the address, objects, 
organisation and special activities of the institutions dealt with. 

Not the least interesting aspect of the Handbook is its evidence 
of the extent to which special bodies to deal with international 
affairs are being created all over the world. 





OBITUARY 
Lugo BRENTANO (1844-1931) 


Proressor LuJo BRENTANO, who was born on December 18th, 
1844, and died in his eighty-seventh year on September 9th, 1931, 
held quite a unique position amongst German economists. He 
came of an old Catholic family of Italian origin, many members of 
which were closely connected with Church affairs and German 
literature. He inherited from them a good deal of romantic 
conservatism. Living in a country where the State had been 
accustomed to meddle with men’s consciences, he transformed it 
into a kind of liberalism on an almost English pattern. Early 
in life, almost as a boy, he had been sent to University College, 
Dublin, where, under the influence of his brother-in-law, P. Le 
Page Renouf, he became a liberal, as he himself expressly states 
in his memoirs, “on account of my Catholicism.’’ A few years 
later he got into intimate relations with P. M. Ludlow, F. D. 
Maurice and Frederic Harrison. He ultimately became the most 
thoroughgoing prominent liberal Germany has produced in 
modern days. He succeeded in uniting the organic conceptions 
of the Catholic romanticist with a penetrating rationalism of 
secular and Protestant origin. He was trained by Helferich and 
indirectly by Hermann, the most prominent academic exponents 
in Germany of the post-classical age. Ernst Engel, the head of 
the Prussian Statistical Office, made him early acquainted with 
social problems, by taking the young man to England, where he 
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began to study, and one might almost say discovered for 
scientific purposes, the English Trade Union movement. 

He thus became what might be called a citizen of two countries. 
English life and English problems fascinated him all his life. He 
was delighted, as he pointed out in his brilliant recollections 
Mein Leben im Kampf um die soziale Entwicklung Deutschlands 1 
(he finished the reading of the proof-sheets a few days before his 
death), that British Trade Unionism, according to G. D. H. 
Cole, considered the Webbs its parents and himself its grand- 
parent. His first important book, On the History and Develop- 
ment of Gilds and the Original Trades-Unions, was printed in 
English. And his last and most voluminous work, which he 
finished when he was eighty-five years of age, was Hine Geschichte 
der wirtschaftlichen Entwicklung Englands (4 volumes). 

Though he was brought up in the classical doctrine, he 
resolutely turned his back on the shadowy dogmatism of the late 
German “ laisser faire, laisser aller”? school. He became for a 
time one of the leaders of the younger historical school and the 
close associate of Schmoller and Knapp. He was the leading 
spirit amongst the founders of the ‘ Verein fiir Sozialpolitik ” 
(which first met on October 6th, 1872, in Eisenach), the great 
German association of practical and theoretical economists which 
for nearly forty years wielded an enormous influence on German 
development. But unlike his friend Schmoller, he was a 
thoroughly trained theorist who never lost interest in purely 
theoretical questions, as was shown fairly late in his life by his 
essays on population (Die Malthussche Lehre und die Bevilkerungs- 
bewegung der letzten Dezennien) and on human wants (Versuch 
einer Theorie der Bediirfnisse). 

The same theoretical interest dominated his Agrarpolitik 
(agrarian policy). He tried to construct a system of economic 
policy applied to land, and was not content, as were the writers 
of most of the regular text-books, with descriptions of land 
systems and agricultural administration. In his studies on 
Trade Unionism he was not satisfied with descriptive and 
historical narration: he created a kind of Trade-Union theory, 
based on the conception that labour, as a commodity, had to be 
handled in an organised way; as it was inseparable from the 
human personality, it could not be withdrawn from the market 
whenever there was a glut.2 He became one of the earliest 


1 Verlag Eugen Diederichs, Jena, 1931. 
2 Die Arbeitergilden der Gegenwart, 2 vols., 1871-2, Die Arbeiterversicherung 
gemdss der heutigen Wirtschaftsordnung, 1879. 
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exponents of the belief in the necessity of high wages, as a means 
of economic progress.1_ On the other hand, he was one of the 
early discoverers of the cartel, which, according to him, became 
unavoidable whenever industry had to invest capital on a large 
scale in huge plants from which it could not be withdrawn when- 
ever there was a depression.? Being an ardent free-trader, his 
essays on the German corn laws (Die deutschen Getreidezélle) and 
on the relative cost of production (Das Freihandels-Argument) 
were the storehouse from which most arguments in the Ger- 
man anti-protection campaign were drawn. He could afford to 
advocate cartels in the same way in which he advocated Trade 
Unions, as associations entered into voluntarily by producers of 
labour or producers of goods which organised but did not paralyse 
the competitive play of free forces on the market. In fact, just 
as his personality was full of mutually antagonistic, but at the 
same time harmoniously blended features, so was his economic 
outlook. A follower of the classical school turned historian (Die 
Arbeitergilden der Gegenwart), he furiously and successfully 
attacked later on the sterile relativism of Schmoller’s Historical 
School. A free-trader, he created a working theory of organised 
labour and monopolised capital. One of the earliest opponents 
of Karl Marx, and hated as such by orthodox socialists, he 
became not only the advocate, but the friend and, in his old age, 
a kind of patron saint of German Trade Unionism, loathed and 
attacked as such by manufacturers’ organisations, who rightly 
considered him the most powerful amongst the “ Katheder- 
Sozialisten.”” A liberal—nay, a liberal of the liberals—he finally 
became the inspirer of the Fascist social system, the real inventor 
of the theory of the corporative state. For when this physical 
force movement had succeeded in wresting power from what it 
considered the weak liberal state, it was so devoid of positive social 
conceptions that it had to borrow them from the liberal thinkers 
it so greatly despised. 

Brentano’s chief importance lay less in his theoretical work, 
though he was indefatigable at it, and his influence as a University 
teacher was unrivalled in Germany : it lay rather in the fact that 
he applied in a systematic way economic theory to economic 
policy. His main fame in the history of economic science will 
rest on that combination, and he will live as a great constructive 
political economist, political being greatly underlined. But even 


1 Ueber das Verhiltnis von Arbeitslohn und Arbeitszeit zur Arbeitsleistung, 
1876. 
2 Ueber Kartelle, 1888. 
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greater than the influence of his books was the impression of his 


personality on friends and pupils nearly all over the world. 
M. J. Bonn 


Berlin. 





CURRENT Topics 


THE Study Group of the Royal Statistical Society welcomes to 
its meetings all who are interested in its work. It meets every 
second Tuesday of the month to discuss informally questions of 
an economic and statistical character, at the premises of the 
Society. In December, however, it will meet on the first of the 
month, in conjunction with the Institute of Actuaries’ Students’ 
Society, when the recent population Census will be considered. 
Communications should be addressed to the Hon. Secretary, 
Study Group of the R.S.S., 9 Adelphi Terrace, W.C. 





We are asked to draw the attention of our readers to the 
establishment of the Instituto Brasileiro de Estudos Economicos, 
whose address is Escola de Commercio Alvares Penteado, Sao 
Paulo, Brazil. Its purpose is to further an interchange of Anglo- 
Brazilian culture, especially with reference to economic and 
scientific aspects of the national life. Those who desire to see 
its publications should write to the Secretary, Dr. Cardim. 





In the review of Professor J. H. Richardson’s Economic Dis- 
armament in the last number of this Journal, there is an obvious 
but serious misprint. In the last paragraph on page 465 the 
text should read: “It should therefore be stated . . . that it 
is hard to imagine a book dealing with such a subject which, in 
the space employed, gives a more thorough and clear exposition 
of the fundamentals of the questions considered.” 


1 A bibliographical essay on Brentano,- Lujo Brentano, was published by 
Hans Neisser and Melchior Palyi in 1924. 




















RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 


Part IV. 1931. Labour and Output in the Coal-mining Industry of 
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